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ground that the products of this labor would come in competi­
tion with the products put upon the market by free labor. 

It is now the universal custom in my ~tate to put the con­
victs upon the roads. We have the taxing system there, and 
th~ convicts are employed in road building, not to the ex­
clusion of free labor; and under this good-roads bill free labor 
can be employed to supplement the convict labor. without any 
detriment whatever to the caste of those of free labor who do 
the work. If the amendment of the Senator from Arkansas 
should be agreed to, it would necessarily force us to employ 
them only on the roads for which the State itself had appropri­
ated. We could not use them in conjunction with this · ap­
propriation to carry out the coordinated work that is here con­
templated. It would demoralize the whole system. It would 
cause us not to coordinate. We could not have anything like 
the perfect system that could be worked out otherwise if this 
amendment should prevail. 

I sincerely hope the amendment will be defeated. It will 
serve no good purpose whatever, but will create confusion. 
. Mr. V ARDAl\fAN. 1\Ir. President, I am not going to discuss 
this amendment. I rise simply for the purpose of expressing 
my regret that I was not here to vote on suspending the rules 
for the consideration of the amendment offered by the Senator 
from Idaho [Mr. BoRAH]. I was called out of the Chamber on 
account of t11e illness of a f1·iend, and was unable to be present 
to vote for that amendment, of which I very much approve, and 
I am sorry that it was not adopted. ' 

1\Ir. JONES of ·New Mexico. Mr. President, I want to say 
just a word with regard to the amendment of the Senator from 
,A.rkansas [Mr. KIRBY]. · 

New Mexico was the pioneer in this respect. As a Territory 
she first b~gan in the United States the work of using convicts 
upon the public roads. We had quite a problem in handling 
our com·icts. "\Ve did not know how to use them in any other 
way, so as not to bring them in competition with free labor; 
and so New Mexico first established the system of using her 
convicts in public road building. 

I sincerely hope that the amendment of the Senator from Ar­
kansas will not be adopted. 

The VICE PRESIDENT. The question is on agreeing to the 
amendment of the Senator from Arkansas [Mr. KIRBY] to the 
amendment of the committee. [Putting the question.] By the 
sound the" noes" seem to have it. 

Mr. KIRBY. I should like to have a division on it, anyway. 
The Senate all voted for it the other day. 

On a division, the amendment to the amendment was rejected. 
The VICE PRESIDENT. The question now is on concurring 

in the amendment made as in Committee of the Whole, as 
amended. 

The amendment as amended was concurred in. 
The amendments were ordered to be engrossed, and the bill to 

be rend a third time. 
The VICE PRESIDENT. The question is, Shall the bill pass? 
Mr. FRANCE. Mr. President, as there will be no roll call on 

the passage of this bill, and as there are certain features of the 
bill which I can not bring myself to approve, I desire the RECORD 
to show that I voted against the bill. 

The VICE PRESIDENT. The question is on the passage of 
the bill. 

The bill was passed. 
1\fr. BANKHEAD. I move that the Senate request a confer­

ence with the House of Representatives on the bill and amend­
ments, and th.at the Chair appoint the conferees on the part of 
the Senate. · 

The motion was agreed to; and the Vice President appointed 
Mr. BANKHEAD, l\1r. SwANSON, Mr. HARDWICK, Mr. TOWNSEND, 
and Mr. WEEKS conferees on the part of the Senate. 

SEOOND DEFICIENCY APPROPRIATIONS. 
1\!r. l\IARTIN of Virginia. I move that the Senate proceed 

to the consideration of the second deficiency bill, H. R. 15140. 
The motion was agreed to; and the Senate, as in Committee of 

tile Whole, proceeded to consider the bill (H. R. 15140) making 
appropriations to supply deficiencies in appropriations for the 
fiscal year ending June 30, 1919, and prior fiscal years, and for 
other purposes, which had been reported from tlie Committee 
on Appropriations with amendments. 

RECESS. 
1\fr. l\IARTIN of Virginia. I now move that the Senate take 

n recess until 2.45 o'clock to-morrow afternoon. The Roosevelt 
memorial exercises are to take place in the Hall of the House 
of Representatives at 3 o'clock, and I ask·that the Senate recess 
until 2.45 o'clock p. m. 

The motion was agreed to; and {at G o'clock and 55 minutes 
p. m.) the Senate took a recess until to-morrow, Sunday, Febl'U­
~ry D, 1~19, at 2.45 o'clock p. m. 

HOUSE OF REPRESENTATIVES. 

SATURDAY, Febritary 8, 1919. 

The House met at 12 o'clock noon. 
The Chaplain, Rev. Henry N. Couden, D. D., offered the fol­

lowing prayer : 
Almighty and ever bles ed God, whose mercy is from ever­

lasting to everlasting, we bless Thee for that providence which 
has upheld, sustained, and guided us through an the past. 
Continue, we beseech Thee, Thy blessings unto us that we 
come more and more into Thy kingdom under the leadership ot 
the world's Great Redeemer. Amen. 

The Journal of the proceedings of yesterday were rend and ap­
proved. 

NATIONAL CEMETERY IN FRANCE, 
1\fr. FOSTER and Mr. KELLEY of Michigan rose. 
The SPEAKER. For what purpose does the gentleman from 

1\fichigan [Mr. KELLEY] rise? 
Mr. KELLEY of Michigan. Mr. Speaker, I ask unanimous 

consent to extend my remarks in the RECORD by inserting' a let­
ter written to the Secretary of War by one of the leading 
lawyers of the State of Michigan, urging the establishment of 
a national cemetery in France. • 

The SPEAKER. Is there objection? [After a pause.] ·Th3 
Chair hears none. 

The following is the letter referred to : 

Hon. NEWTON D. BAKER, 
Secretary of War, Washington, D. 0. 

JANUARY 24, 1911), 

DEAR Mn. BAKF.R : I am informed by the Secretary to the President 
that a letter which I wrote to the President on December 27 has been 
referred to you. This letter related to the establishment in Europe ot 
an American cemetery, wherein the soldiers of this country who died 
in Europe may be interred in a proper and decent manner. I am also 
informed that some C{)ngressman has introduced a resolution on this 
subject, but I have not that resolution before me, and therefore do not 
know just what 1t is. • 
· The idea I have in mind is this, as I think was fully stated in my 
letter to the President, that we ought to obtain two or three thousand 
acres of land somewhere in France or B~lgium, preferably· in France, 
that could be converted into a cemetery which would be larl?e enough 
for all the deceased soldiers over there, and have their remams trans­
ferred there as soon as possible. While the Government ha said, as I 
understand it, that it will cause to be shipped home the remains of such 
soldiers as their relatives desire to have brought home for burial, yet I 
am satisfied that many will ieel, as did ex-President Roosevelt, that they 
would not prefer to have the remains brought to the United States for • 
burial, and indeed it would be an almost impossible thing, and a grue­
some one as well, to attempt to bring the remains of very many to this 
country after they have already been buried for several months. 

If anything is to be done along this line it ought to be done promptly. 
Yourself and myself, as lawyers, know that we would have no rlJ?ht to 
purchase land m a foreign country even for burial purposes w1thout 
some sanction by the Government of that country allowing us to do so, 
and a part of what we would need would be a provision by which wo 
would have supervision · of the property and the right to travel to and 
from it with such soldiers, servants, and agents as we might see fit to 
employ, and, of course, this would be a perpetual right, as the cemetery 
would be supposed to be perpetual. '.rhen again, if the rigb t were 
granted us by the Government of France we might have difficulty in 
getting title to the property that we needed or wanted. as some would 
perhaps refuse to sell, and others would hold us up for an excessive 
price, and, therefore, the only seemingly practical way would be for the 
French Government, or whatever country we might want to locate it in, 
by proper law passed, to purchase for us these lands, and, of course, 
would have the right to put \n the act a condemnation clause whero 
lt became necessary. I would suggest that this cemetery be located 
not far from one of the battle fields where our boys fought so valiantly, 
and that the matter be taken up at once so that when spring comes we 
could begin transferring the remains of our boys into this cemete1·y. 
We have a large number of soldiers over there now who might be used 
for the purpose of aiding in this work, and I take it we could ilncl 
plenty of people over there whom we could employ to assist in this work. 
In other words, it ought to be done quickly and before the markers 
which have already been put up to mark the graves have been desn·oyed 
or decay. I should judge from what I bear of the resolution which has 
been presented in Congress that the contemplation was to have several 
burying grounds. Of course, that might be necessary, but it would tako 
legislation in other lands wherever the burying '?rounds were located, 
and it occurs to me that it would be more practical to have it all in 
one place, as above suggested, and the work handled along the lines as 
above suggested. 

You probably have seen the cemetery at Chattn.noo;;a, wherEin tho 
remains of many of the Union soldiers a1·e burled who fell on the battle 
fields near· there. When I first saw that cemetery I was impressed with 
the idea that so many men were buried there when their relatives and 
friends lived in the same country and might have had their remains 
taken home for burial, .Put it is very certain that there would be a large 
number of our American boys whose remains would not lle sent llaclc 
to the United States· many of them have no friends who would ask to 
have them sent back home, as we certainly ou~ht to honor them, as well 
as honor our country, by arranging for a decent burial place, and I know 
of no better way than the one I have suggested. I would, therefore, 
suggest that if the resolution already oliered in Congress does not pro­
vide for one central Cf'metery, as above suggested, that it be amended 
accordingly. I am satisfied that the people of this country without 
exception would lle pleased to have this work done, and that we would 
have no trouble when once it was understood throughout the country. 
and the matter Rhould be carried through Congress without delay, be­
<'ause every Congressman would be deluged with letters it people knew 
this was up before them to have this carried through. 

Please pardon me for taking so much of your time on this matter, but 
I (leern it very essential and important, and, as above suggeste<l, some­
thing ought to be donf.' just as soon as possible. If you have any sug-
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gestions of wher~ I can help· you; get tllis tlrrotigh. c-ongress bT wrlling· 
the Members of Congress from this: State,. with all of whom L am. ver.y 

------.. well acquainted, I would be glad to take it up. 
Respectfully, yours, 

MESSaGE FROM TilE SENATE. 

A message from the Senate, by Mr. Waldorf, its enrolling 
clerk, announced that the Senate had. vassed without amehd­
ment bills of the following titles: 

H. R.12996. An act granting the consent of Congress to the 
't'oungstown Sheet & Tube Co. to. construct, maintain,. rrnd op·er­
ate a bridge across· the Mahoning River in the State of Ohi-o ; 

H. R. 13232. An.. act to extend. the: time- for. the construction 
of a bridge across the Red. River of the North, between Tralll 
County., N. D.ak., and. Polk CountY', 1\finn: ; 

Thee SPEAKER. The· 8lerk. will' renort the resolution. 
Th-e Clerk read as. follows :-

" House resolution 547. 
~ Resolved. That' the C:lerk.. o.f the· Rouse ofl Representatives be, and be 
t is_ hereby, autbo:rire<Land directed! to pay, cut o:! the contingent. fund o! 
! tlie- Uouse, to El. F: Keister; clerk tu EDWARD ET. RoBBINs, a Representa-
1 tivc from tbe State of. Pennsylvania.. at the· time of" his death, the sum 
of $~66.66, being an amount e.qual to: one month's' salary o! a cle1·k of a 
Revreseutative: in Congress. 

The SPEAKER. The que-stion is on agreeing to the resolu­
tion. 

The resolution was agr~ed. to. 
LINCOLN' S GETTYSBURG .ADDRESS. 

H. R. 12097. An act granting the consent of· Congress. to the 1\lr .• RUBEY. Mr. Sneaker--
Youngstown Sheet & Tube Co. to· construct, maintain, and. oper- The SPEAKER. For what pn.rpuse does the gentleman rise? 
ate a bridge across. the Mahoning· River, in the State of Ohio; 1\Ir: RUBEY .. Ide'Sire to submit a unanimous-conse.nt request 

H. R. 15219. An act making appropriations for the· payment of relating to Lincoln's btcthday, and I ask to proceed for not 
invalid and other. pensions of the. United States for the· fiscal mora than one minute. 
year ending June 30, 1920,~ and for other purposes; 1 The: SEEAKER. The gentleman from Missouri asks unani-

H. R. 13273. An act to amend· an act entitled "An act to. au.- · ' mons consent to proceed for one min.ute. Is- ther.e- objection 1 
.thorize the establishment of a Bureau of War Risk Insurance in ' [After a paustr.] The Chair hears none. 
the Treasury, Department," approved. September 2, 1914; and an. 1\Ir. RUBEY. M'r: Sneaker.,.. fo.r a number of years my col-
act in amendm.ent thereto, approved Octcber 6, 1917; and ' leugue fi'OliL Missouri' [1.\:h-: RusSELL] has read: Lincoln'a Gettys,. 

H. R. 1607. An act for the relief of David E. Gray. burg, speech on Lincoln'a birthday. r alll.- sure my colleagues 
The message also announced that the Senate had passed· bill will all regret that this year; on account' of illness, he will not 

of the following title, in which the concurrence of the House be able to perform that duty. I believe· the custom should be. 
of Representatives was requestedi: continued, and therefore" I ask mianimous consent that the 

S. 5534. An a.ct granting~ the consent of Congress to Oliver · Speaker of the House- sJtall designate some Member to read, 
Cabana, jr., Myx:on. S. Hall, E .. G. Connette, William F. Mac- after the approvai of· the Journal on' th~ 12th, Lincoln's Gettys.• 
Glashan, John H. Bradley,_ and- lll. A. Hm:tt to construct a · burg speech. 
bridge across Niagara River within or near the city limits of The SPEAKER. Tlie gentleman asks uruintmous consent-that 
Buffalo, and for other purposes... the Speaker· deaignare somebody- to read· Lincoln's Gettysburg 
· ENROLLED BILLS siGNED. speech. Is there objection! [Mter a: pause.] The Chair hears 

Mr. LAZARO, from the· Committee 011. Enrolled Bills, reported ; none. The- Chair appointsi the- gentleman from l'rfissouri [~fi: 
that they had examined. anu found!. truly enro:lled. bills of the. RUBEYl. 
following titles, w-hen tlre- Spe·a1ter signed the· same·: 

H. R. 12996. An act granting' the consent of Congress tu the· 
Youngstown Sheet & Tub<I: Co. tg, construct, maintain,. and oper! 
a-te- a bridge across the Ma.lJ,.oning River, in: the State- of Ohio·; 

IL R. 13273. An a:ct te amend.. an act entitled "An act. to au­
thorize the establishment of a Bureau of War- Risk: Ins~ance· 
in the Treasury Department," approved· September 2, 1914, and 
an act in amendment thereto approved October 6, 1917; . 

H~>UR OF MEETING TO-MORROW. 

llli·. KITCHIN. M.r. Speaker,_ I ask unanimous consent that 
1 when tlie. House. adjourns to-day it adjourn to meet at 3 o'clock 
· p. m. to-morrow. 

The· SPEAKER:.. The. gentleman fi.·om North Carolina asks 
unanimous consent that when the Honse adjourns. to-illJ.y, it 
adjourn. to meet at 3 o'clock p. m. to-mon·ow. Is there objec­

. tfon 7 [Aften a pnuse.J The Clia.fr hears none. 
H. R. 13353. An act to extend the provisions of. the home-

stead laws touching credit for period· of enlistment to the_ sol~ HOUR.. OF MEETING MONDAY, FEBRUARY 10• 

diers, nurses, and officers of the Army and the seamen, marines, l\fr. KITC~ Mr. Speaker, I asR unanimous consent that 
nw·ses, and officers of the Navy and the Marine Carps of the wlien the House adjourns to-morrow it adjourn to meet at 11 
United States who J}a.ve se1~ved .or will have served with. the · o'cllick a. m. on Monday; Febrruu·y 10. 
Mexican border operations oi· during the war between the The SPEAKER. The gentleman from North Carolina asks 
.United States and Germany and her allies; · unanimous consent that when the House adjourns to-morrow 

H. R..1607. An act for the relief of David~ E. Gray; it adjourn to meet at ll o'clock; a. m. on Monday, February: 
. H. R.12997. An act granting- the .consent of Congress- to the· 10. Is there objection? [After a pause.] The Chair hears 
Youngstown Sheet & Tube Co. to construct, maintain, and op_en- none. 
ate a bridge across the Mahoning River, in the State of Ohio; THE REVENUE-cONFERE~CE REPORT (NO. 1037). 
and 

H. R. 13232. An act to extend the time for the construction 
of a bridge across the Red River of the North, between Traill 
County, N. Dak., and Polk County, 1\fi.nn. 

Mr. KITCIDN. 1\fr. Speaker, I call up for consideration , the 
conference report on the bill (H. R. 128631 to provide- reYenue, 
and for other pm·poses. 

TOO SPEAKER. The· Clerk will report it. 
DIGEST AND MANUAL. The Clerk proceeded to read the conference report 

Mr. FOSTER. Mr. Speaker, I present a resolution and ask: 1\ir. KITElHIN. Mr. Spenk.er, I ask unanimous consent to 
lillanimous consent for its consideration. dispense with the reading OL the report, and ask that the state-

The SPEJAKER. The Clerk will report the resolution. ment be read in lieu thereof. 
The Clerk read as follows: The- SPN..ITER.. The gentleman, from North Carolina asks 

House- resolution 557 (H. Doc. No. 1779). · unanimous: consent that the statement be read in lieu· of the 
Resolved, That there be printed as a House document 2,000, copies report. Is there objection1 [After a pause.] The Chair hears 

of the Digest and Ma'Ilual ot the Rules and' Practice- of the House· of: none. 
Representatives !or the third session of. the Sixty-fifth Congress, tbe· The statement was read. 
tmme to be boU:Dd and distributed through the folding room. 

The SPEAKER. Is there objection.? 
Mr. DYER. Reserving the right to object,, does- the gentle­

man propose t11at these be put to the credit of the Members? 
Mr. FOSTER. It is proposed to distribute them through tbe 

The committee of conference· on the disagreeing v-o tes ot the 
two Houses on the-amendments of the Senate to the bill (H. R. 
12863} to·· protide revenue,- and for other purpo e , having met 

i afte1 .. full and· free · conference have agreed to recommend and folding room. 
1\lr. DYER. Is that the understanding? I know we have had. 1 do recommend to their respectiv~ Houses as follows: 

trouble in the past to get even a copy. , That the Senate recede from 1.ts amendments numbered 1, 5, 
The SPEAKER. Is there objection to the consideration of' 10, 35,. 37, 38-, 50, 54, 55, 58; 59, 112, .,120, 121, ~2, .,123, 12.~, 13~ 

this resolution? [After a pause.] The Chair hears none. ll40, 1861 ~87, 189, 208,. 211, 218, ?~ 223, 23~, ... 72, 27<>, 27~, 
The question is on the resolution 275, 276, 3-9, 330, 332, 333, 352, 36-, ul7, 378, 31!.>, 381, 394, 40::>, 
The question was taken and. the ~esolution was a!rree<L t<r. . j 407; 410; 444, 445; 488, 490, 491, . 493, 498, 499, 500, 509, 516, 518, 

' o_ • , 51'9; 5391 5'40,. 5:41:, 553, 559, 58_7, 588, and 594. 
E. F. KEISTER. 

1 Tl:iat the. House- recede from its. disagreement to the amend-
Mr. HASTINGS. 1\ir. Sp-eaker, I p:cesent a, pr.i.vileged report:: !!ments of.: the· Senate-numbered 4; 7, 8, 9, 12, 15, 16, 17, 18, 19, 20, 

from the Committee on Acco,unts, House resolution: 547,_ to pay 1

122, 23, 24; .2S, 29, 30, 31, .32; 33, 34, 39, 41, 42, 43, 44, 45, 46, 47, 48, 
. the ~erk of the late Representative RQBBINa salary for- one 49, 51, 52, 53, 56, 57, 60, 61, 62, 64, 66,-67, 68, 69, 70, 71, 72, 73, 74; 

mon • 75, 76, 78, 79, 82, 83, 84, 85, 87, 88, 89, 90, 91, 93, 97, 98, 99, 100, 
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101, 102, 103, 104, 100, 107, 108, 109, 110, 111, 113, 114, 115, 116, 
117, 119, 124, 126, 128, 130, 132, 133, 134, 136, 137, 138, 139, 141, 
142, 143, 145, 148, 149, 150, 151, 152, 153, 154, 155, 156, 157, 158, 
162, 163, 1G4, 165, 166, 167, 168, 170, 172, 173, 174, 175, 176, 177, 
178, 1,. 79, 181, 182, 183, 184, 190, 191, 192, 193, 194, 195, 196, 197, 
198, 199, 200, 201, 202, 203, 204, 205, 206, 207, 209, 210, 212, 213, 
217. 219, 224, 225, 226, 227, 228, 229, 230, 237, 238, 239, 240, 241, 
244, 245; 246, 247, 248, 249, 250, 251, 252, 253, 255, 256, 258, 260, 
262. 264, 265, 266, 267, 268, 269, 271, 278, 279, 280, 281, 283, 284, 
286, 287, 288, 290, '291, 293, 294, 295, 296, 298, 299, 300, 301, 302, 
303, 304, 305, 306, 307, 308, 309, 310, 311, 313, 314, 315, 316, 317, 
318, 319, 320, 321, 322, 323, 324, 326, 327, 328, 331, 334, 335, 336, 
337, 338, 339, 340, 342, 343, 344, 346, 347, 348, 349, 350, 351, 353, 
354, 355, 356, 358, 359, 360, 361, 363, 364, 365, 366, 370, 371, 372, 
373, 374, 380, 382, 383, 384, 385, 386, 388, 389, 390, 392, 396, 398, 
400, 401, 402, 403, 406, 408, 409, 411, 412, 413, 415, 416, 419, 422, 
423, 427, 429, 430, 431, 432, 433, 434, 435, 436, 437, 438, 439, 440, 
441, 442, 443, 447, 448, 449, 450, 451, 452, 453, 455, 456, 457, 458, 
459, 460, 461, 462, 463, 464, 465, 466, 468, '470, 471, 472, 473, 475, 
'476, 477, 478, 479, 481, 482, 483, 486, 487, 489; 494, 496, 497, 501, 
.502, 503, 504, 505, 506, 507, 508, 510, 511, 512, 513, 514, 515, 517, 
520, 521, 522, 524, 525, 527, 528, 529, 530, 531, 532, 533, 534, 536, 
537, 538, 543, 545, 546, 547, 549, 5.51, 552, 554, 555, 556, 557, 558, 
560, 562, 563, 564, 565, 566, 567, 568J 570, 571, 572, 573, 574, 575, 
576, 577, 579, 580, 582, 583, 584, 585, 586, 589, 590, 591, 592, an<l 
593 ; and agree to the same. 

Amendment numbered 2: That the House recede from its dis­
agreement to the amendment ef the Senate numbered 2, and 
agree to the same with an amendment as follows: On page 1, 
line 5 of the bill, strike out the comma after the word " part­
nerships " ; and the Senate agree to the same. 

Amendment numbered 3: That the House recede from its dis­
agreement to the amendment of the Senate numbered 3, and 
agree to the same with an amendment as follows: In lieu of the 
matter stricken out by said amendment insert a comma and 
the following: 1

' as well_as individuals"; and the Sena.te agree 
to the same. _ _ 

Amendment numbered 6: That the House recede from its dis­
agreement to the amendment of the Senate numbered 6, and 
agree to the same with an amendment as follows: In lieu of the 
matter stricken out by said amendment insert the following: 
"The term 'Government contract' means {a) a contract made 
with the United States, or \yith any department, bureau, officer, 
commission, board, or agency, under the United States and 
acting in its behalf, or with any agency controlled by any of 
the above if the contract is for the benefit of the United States, 
or (b) a subcontract made with a contractor performing such 
a contract if the products or services to be furnished under 
the subcontract are for the benefit of the United States. The 
term 1 Government contract or contracts made between April 
6, 1917, and November 11, 1918, both dates inclusive' when ap­
plied to a contract of the kind referred to in clause (a) of this 
paragraph, includes all such contracts which, although entered 
into during such period, were originally not enforceable, but 
which have been or may become enforceable by reason of subse­
quent validation in pursuance of law" and a semicolon; and 
the Senate agree to the same. 

Amendment numbered 11 : That the House recede from its dis­
agreement to the amendment of the Senate numbered 11, and 
agree to the same with an amendment as follows: In lieu of 
the matter inserted by said amendment insert the following: 
1
' The term 1 personal service corporation ' means a corporation 

who e income is to be ascribed primarily to the activities of the 
principal owners or stockholders who are themselves regularly 
engaged in the active conduct of the affairs of the corporation 

. and in which capital {whether invested or borrowed) is not a 
material income-producing factor; but does not include any 
foreign corporation, nor any corporation 50 per cent or more 
of whose gross income consists either (1) of gains, profits, or 
income derived from trading as a principal, or (2) of gains, 
profits, commissions, or other income, derived from a Govern­
ment contract or contracts made between April 6, 1917, and 
November 11, 1918, both dates inclusive" and a semicolon; and 
the Senate agree to the same. 

Amendment numbered 13: That the House recede from its 
disagreement to the amendment of the Senate numbered 13, and 
agree to the arne with an amendment as follows: In lieu of the 
matter inserted by said amendment insert the following: 

" The term 1 paid,' for the purposes of the deductions and credits 
tm<ler this title, means 'paid or acrued' or 'paid or incurred,' 
and t he terms' pa id or incurred' and 'paid or accrued' shall be 
couRtrued according to the method of accounting upon the basis 
of \Yhich the net income is computed under section 212." 

A.nd the Senn..te agree to the ·same. 

Amendment numbered 14: That the House recede from its 
disagreement to the amendment of the Senate nu.mbered 14 an<l 
~gree to th~ same with an amendment as follows: In .Ii~u of 
the matter inserted by said amendment insert the following: . 

"DIVIDENDS. 

"SEc. 201. (a) That the term 'dividend' when used in this 
title {except in paragraph (10) of subdivision (a) of section 
284) means (1) any distribution made by a corporation, other 
than a personal service corporation, to its shareholders or mem­
bers, whether in cash or in other property or in stock of the cor­
poration, out of its earnings or profits accumulated s ince Feb­
ruary 28, 1913, or {2) any such distribution made by n per sonal 
service corporation out of its earnings or profits accumula ted 
since February 28, 1913, and prior to January 1, 1918. 

"(b) Any distribution shall be deemed to have been made 
from earnings or profits unless all earnings and profits have first 
been distributed. Any distribution made in the year 1918 or 
any year thereafter shall be deemed to have been made from 
earnings or profits accumulated since February 28, 1913, or, in 
the case of a personal service corporation, from the most re­
cently accumulated earnings or profits; but any earnings or 
profits a~cumulated prior to March 1, 1913, may be distributed 
in stock dividends or otherwise, exempt from the tax, after the 
earnings and profits accumulated since February 28, 1913, have 
been distributed. 

" {c) A dividend paid in stock of the corporation shall be 
considered income to the amount of the earnings or profits dis~ 
tributed. Amounts distributed in the liquidation of a corpora­
tion shall be treated as payments in exchange for stock or 
shares, and any gain or profit realized thereby shall be taxed to 
the distributee as other gains or profits. 

" {d) If any stock dividend { 1) is received by a taxpayer be-
tween January 1 and November 1, 1918, both dates inclusive, or 

. (2) is during such period bona fide authorized or declared, and 
entered on the books of the corporation, and is received by ·a. 
taxpayer after November 1, 1918, and before the expiration of 
30 days after the passage of this act, then such dividend shall_, 
in the manner provided in section 206, be taxed to the recipient 
at the rates prescribed by law for the years in which the cor­
poration accumulated the earnings or profits from which such 
dividend was paid, but the dividend shall be deemed to have 
been paid from the most recently accumulated earnings or 
profits. 

" (e) Any distribution made during the first 60 days of any 
taxable year shall be deemed to have been made from earnings 
or profits accumulated during preceding taxable years; but any 
distribution made during the remainder of the taxable y.ear 
shall be deemed to have been made from earnings or profits 
accumulated between the close of the preceding taxable year 
and the date of distribution, to the extent of such earnings or 
profits, and if the books of the corporation do not show the 
amount of such earnings or profits, the earnings or profits for 
the accounting period within which the distribution was made 
shall be deemed to have been accumulated ratably during such 
period." 

And the Senate agree to the same. 
Amendment numbered 21: That tha House recede from :i.ts 

disagreement to the amendment of the Senate numbered 21, and 
agree to the same with an amendment as follows : In lieu of the 
matter inserted by said amendment insert the following : 

" (b) When property. is excl1anged for other property, the 
property received in exchange shall for the purpose Qf deter­
mining gain or loss be treated as the equivalent of .cash to the 
amount oftts fair market value, if any; but when in connection 
with the reorganization, merger, or consolidation of a corpora­
tion a person receives in place · of stock or securities owned by 
him new stock or securities of no greater aggregate par or face 
value, no gain or loss shall be deemed to occur from the ex­
change, and the new stock or securities received shall be treated 
as taking the place of the stock, securities, or property ex:· 
changed. . 

"When in the case of any such reorganization, ·merger, or con­
solidation the aggregate par or face value of the new stock or 
securities received is in excess of the aggr·egate · par or face 
value of the stock or secm·ities exchanged, a like amount in 
par or face value of the new stock or securities received shall 
be treated as taking the place of the stocU or securities ex­
changed, and the nmount of the excess in par or face value 
shall be treated as a gain to the extent that the fair market 
value of the new stock or securities is greater than the cost (or 
if acquired prior to l\farch 1, 1913, the fail· market value as of 
that date) of the stock or securities exchange<i.n 

And the Senate agree to the same. 
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Amendment numbereu 26: That the House recede from its 

disagreement to the amendment of the Senate numbered 26; and 
pgree to the same with an amendment as follows: In lieu of 
the matter imerted by said amendment insert the- following: 

" NET LOSSES. 

"SEc. 204. (n) Thnt as used in this section the term' net loss' 
refers only to net losses resulting from either (1) the operation 
of _any busine s regularly carried on by the taxpayer, or (2) the 
bona fide sale by the taxpayer of" plant, buildings, machinery, 
equipment or other facilities, constructed, installed, or acquired 
by the taxpayer on or after April 6, 1917, for the production of 
articles contributing to the prosecution of the present war; and 
when' so resulting means the excess of the deductions allowed 
by law (excluding in the cas~ of corporations amounts allowed 
as a deduction under paragraph (6) of subdivision (a) of 
section 234) over the. sum of the gross income plus any in.: 
terest received free from taxation both under this title and 
under Title III. · 

"(b) If for any taxable year beginning afted October 31, 1918, 
and ending prior to January 1, 1920, it appears upon the produc­
tion of evidence satisfactory to the commissioner that any tax-· 
payer has·sustained a net loss, the amount of such net loss shall 
under regulations prescribed by the commissioner with the 
approval" of the Secretary be deducted from the net income of 
the taxpayer for the preceding taxable year ; and the taxes im­
posed by this title and by Title III for such preceding taxable 
year shall be redetermined accordingly. Any amount found to 
be Llue to the taxpayer upon the basis of such redetermination 
shall be credited or refunde!l to the taxpayer in accordance with 
the provisions of section 252. If such net loss is in excess of 
the net income for such preceding taxable year, the amount of 
such excess shall under regulations prescribed by the com­
missioner with the approval of the Secretary be allowed as a 
deduction in computing the net income for the succeeding tax­
able year. 

"(c) The benefit of this section sh8.ll be allowed to the mem­
bers of a partnership and the beneficiaries of an estate or trust 
under regulations prescribed by the commissioner with the ap­
proval of the Secretary." 

And the Senate agree to the same. 
Amendment numbered 27: That the House recede from its 

disagreement to the amendment of the Senate numbered 27, and 
agree to the same with an amendment as follows: In lieu of the 
matter inserted by said amendment insert the following: 

u FISCAL YEAR WITH DIFFERENT RATES. 

"SEc. 205. (a) That if a taxpayer makes return for a fiscal 
year beginning in 1917 and ending in 1918, his tax under this 
title for the first taxable year shall be the sum of: (1) · The 
same proportion of a tax for the entire period computed under 
Title I of the revenue act of 1916 as amended by the revenue 
act of 1917 and under Title I of the revenue act of 1917, which 
the portion of such period falling within the calendar year 1917 
is of the entire period, and (2) the same proportion 9f a tax 
for the entire period computed under this title at the rates for 
the calendar year 1918 which the portion of such period falling 
within the calendar year 1918 is of the entire period: Provided, 
That in the case of a personal service corporation the amount 
to be paid shall be only that specified in clause (1). 

"Any amount heretofore or hereafter paid on account of the 
tax imposed for such fiscal year by Title I of the revenue act 
of 1916 as amende-d by the revenue act of 1917, and by Title I 
of the revenue act of 1917, shall be cre-dited toward the payment 
of the tax imposed for such fiscal year by this act, and if the 
amount so paid exceeds the amount of such tax imposed by this 
net, or, in the case of a personal service corporation, the amount 
specified in clause (1), the excess shall be credited or refunded 
in accordance with the provisions of section 252. 

" (b) If a taxpayer makes a return for ·a fiscal year beginning 
in 1918 and ending in 1919, the tax under this title for such 
fiscal year shall be the sum of: (1) the same proportion of a 
tax for tl1e entire period computed under this title at the rates 
specified for the .calendar year 1918 which the portion of such 
period falling within the calendar year 1918 is of the entire 
period, and (2) the same proportion of a tax for the entire 
period computed under this title at the rates specified for the 
calendar_ year 1919 which the portion of · such period falling 
within the calendar year 1919 is of the entire period. . 

" (c) If a fiscal year of a partnersh.ip begins in 1917 and ends 
in 1D18 or begins in 1918 and ends in 1919, then notwithstand­
ing the provisions of subdivision (b) of section 218, (1) the 
rates for the calendar year during which such fiscal year begins 
shall apply to an amount of each partner's share of such part­
nership net income (determined under the law applicable ·to 

LVII-189 

such year) equal to the proportion which the part of such 
fiscal year falling within such calendar year bears to the ·full 
fiscal year, and (2) the rates for the calendar year during which 
such· fiscal year ends shall apply to an am·ount of each partner's 
share of such partnership net income (determined under the law· 
applicable to such calendar. year) equal to the proportion which 
the part of such fiscal year falling within such calendar year 
bears to the full fiscal year : P'rovided, That in the case of a 
personal service corporation with respect to a fiscal year begin­
ning in 1917 and ending in 1918, the amount specified in clause 
(1) shall not be subject to normal tax." 

And the Senate agree to the same. 
Amendment numbered 28: That the House recede from its 

disagreement to the amendment of the Senate numbered 28, and 
agree to the same with an amendment as follows: In lieu of the 
matter inserted by said amendment insert the following: 

"PARTS OF INCOME SUBJECT TO RATES FOR DIFFEllE:-i"T YEARS. 

"SEc. 206. That whenever parts of a taxpayer's income are 
subject to rates for different calendar years, the part subject 
to the rates for the most recent calendar year sha)l be placed 
in the lower brackets of the rate schedule provide-d in this title, 
the part subject to the rates for the ne~'i: preceding calendar 
year shall be place-d in the next higher brackets of the rate 
schedule applicable to that year, and so on until the entire net 
income has been accounte-d for. In determining the income, any 
deductions, exemptions or credits of a kind not plainly and 
properly chargeable against the income taxable at rates for a 
preceding year shall first be applied against the income sub­
ject to rates for the most recent calendar year ; but any balance 
thereof shall be applied against the income subject to the rates 
of the next -preceding year or years until fully allowed." 

. And the Senate agree to the same: 
Amendment numbered 36: That the House recede from its 

disagreement to the amendment of the Senate numbered 36, 
and agree to the same with an amendment as follows: In lieu 
of the matter stricken out by said amendment insert the fol­
lowing inclosed in parentheses: ·" including in the case of the 
President of the United States, the judges of the Supreme and 
inferior courts of the United States, and all other officers and 
employees, whether elected or appointed, of the United States, 
Alaska, Hawaii, or any political subdivision thereof, or the Dis­
trict of Columbia, the compensation received as such " ; and the 
Senate agree to the same. · 

Amendment numbered 40: That the House recede from its 
disagreement to the amendment of the Senate numbered 40, 
and agree to the same with an amendment as follows : In lieu 
of the matter inserted by said amendment insert the following: 
"possessions; or (d) bonds issued by the War Finance Corpora­
tion: Provided, That every person owning any of the obliga­
tions, securities or bonds enumerated in clauses (a), (b), (c) 
and (d) shall, in the return required by this title, submit a 
state~~nt showing the number and amount of such obligations, 
securities and bonds owned by him and the income received 
therefrom, in such form and with such information as the com­
missioner may require "; and the Senate agree to the same. 

Amendment numbered 63: That the House recede from its 
disagreement to the amendment of the Senate numbered 63, 
and agree to the same with an amendment as follows: In lieu 
of the matter inserted by said amendment insert the following: 
"or (e) in the case of a nonr.esident alien individual, by the 
m,Ithority of any foreign country (except income, war-profits 
and excess-profits taxes,- and taxes assessed against local bene­
fits of a kind tending to increase the value of the property 
assessed), upon property or business" and a semicolon; and 
-on page 17, line 5, of the bill, after the matter inserted by 
Senate amendment .numbere-d 81, insert a comma and the fol­
lowing: "and clause (e) of paragraph (3)" and a ·comma; and 
the Se.nate agree to the same. 

Amendment numbered 65: That the House ·recede from its 
disagreement . to the amendment of the Senate numbered 65 
and agree to the same with an amendment as follows: Omit tli~ 
·matter inserte-d by said amendment and restore the matter 
stricken out by said amendment, and, on page 14, line 19 of 
the b~ll, after " business," insert a comma and the following : 
" including a reasonable allowance for obsolescence " ; and the 
.Senate agree to the same . . 

Amendment numbered 77: That the House recede from its 
disagreement to the amendment of the Senate numbered 77, and 
agree to the same with an amendment as follows: On page 20 
line 3, of the Senate engrossed amendments strike out ":t2 
months" and insert "30 days"; and the Senate agree to tlie 
~rna · 
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Amendment numbered 80: That the House recede from ifs line 10, of the Senate engrossed amendments after "administrao~ 
disagreement to the amendment of the Senate numbered 80, and tion " insert. " or settlement"' ; and the Senate agree to the 
agree to the same with an amendment as follows: same. 

~ {12) (a) At the time of filing return for the taxable year Amendment numbered 96: That the House recede from its 
1918 a taxpayer may file a claim in abaten:::"ent based on the fact disagreement to the amendment of the Senate numbered 96, and 
that he has sustained a substantial loss (whether or not actu- agree to. the same with an amendment as follows: On page. 23,­
ally realized by sale or other disposition) resulting from any line 14, of the Senate engrossed amendments strike out "or" 
material reduction (not due to temporary fluctuation) of the and insert" of"; and the Senate agree to the same. 
value of the inventory for such taxable year, o:r from the actual Amendment numbered 105: That the House recede from its 
payment after the close of such taxable year of rebates in J.)Ul'· disagreement to the amendment of the Senate numbered 105, and 
suance of contracts entered into dm1ng such year upon sales agree to the same with an amendment as follows : In lieu of 
made during such year. In sucl1 · case pa-yment of the amount the matter inserted by said amendment insert the following: 
of the tax ·covered by such claim shall not be required until u. distributed, such corporation shall not be subject to the tax 
tbe claim is decided, but the taxpayer shall accompany his imposed by section 230,. but the stockholders or members thereof. 
claim with a bond in double the amount of the tax covered by shall be subject to· taxation under this title in the same manner. 
the claim, with sureties satisfactory to the commissione1·, con- as provided in subdivision {e) of section 218 in the case of stock .. 
ditioned for the payment of any part of such tax found to be holders of a personal service corporation, except that the tax. 
due, with interest. If any part of such claim is disallowed, then imposed by Title III shall be deducted frorri the net income of. 
the remainder of the tax due shall on notice and demand by the: corporation before the computation of the proportionate 
the collector be paid' by the taxpayer with interest at the rate slnrre of each stockholder or member "; an<l the Senate agree 
of 1 per cent per month from the time the: tax would have tn the same. _, 
been doe had· no such claim been filed. If it is' shown to the Amendment numbered 118: That the House recede from its 
satisfaction of the commi sioner that su~hl substantial loss, has disaO'reement to the amendment of the Senate numbered 118 
been sustained~ then in computing the tax imposed . by this title : and ~::~agree ta the same -with an amendment as follows: In lie~ 
the> amount of such loss shall be deducted from the net income.. of the matter in. erted by said amendment insert the followinO':. 
(b)· If no such claim is filed, but it is- shown. to the satisfaction: c 
of the commissioner that during the taxable year 1919 the tax- " cnEDIT Fon TAXEs. 

payer has sustained a substantial loss. of the character above "SEc. 222. (a) That the tax computed under Part II of this 
described, then the amount of such loss shall be deducted from title· shall be credited with: 
the net income for- the taxable year 1918 and the tax imposed "(1) In the· case of a citizen of the United States, the amount 
by this title for such year shall be redetermined accordingly.. of any income, war-profits and excess~ profits taxes paid during the 
Any amount found to be due to the taxpayer- upon the basis o! taxable year to any foreign country, upon income derived from. 
such redetermination shall be credited or refunded to the tax- sources therein, or to any posse sion of the United States; and 
vayer in accordance with the pxov.isions of section 252." "(2) In the case of a resident of the United States,. the amount. 

And the Senate agree to the same. of any such taxes paid during the taxable year to any posse sion 
Amendment numbered 81: That the Hou e recede from its. 1 of the United States; and 

disagreement to the· amendment of the Senate numbered 81~ and "(3} In the· case of an alien resident of the United State . who 
agree to the same with an amendment a.s follows: In lieu of the is a citizen or subject o.f a foreign countryy the amount of any; 
matter in erted by said amendment insert the· following: r• ~1()),.. such taxes paid during the taxable year to· such country, upon 
(12)" ·; and the Senate agree to the sn.meF income derived from sources therein, if such country, in. imposing. 

Amendment numbered: 86: That t:lle- House recede from its such taxes allows a similar credit to citizens of the United· States 
disagreement to the amendment of the Senate numbered 86, and residing in such country; and 
agree to the same with an amendment as follows:; ln lien of the •~ ( 4) ill the case of any sucl1 individual who is a member of a 
matter inserted by said amendment insert a comma and the partnership or· a beneficiary of aJlJ estate or trust, his proportion­
following: "and amounts received as dividends from a personal ate share of such taxes-of the partnership or the estate or trust 
service corporation out of earnings. or profits upon which income paid dm·ing the taxable year to a foreign cormtry or to any pos­
tax has been imposed by act of Congress" ; and the Senate session of the United States, as the case may be. 
agree to the same. "(b) If. accrued taxes when paid differ. from the amounts 

Amendment numbered 92: Tha.t the House recede from its claimed a8 ct·edits by the taxpayer, or1f any tax paid is refunded 
di agreement to. the amendment of. the Senate numbered 92r and in whole <rr in part, the taxpayer shall notify the commis.sioner 
agree to the same with an amendment as follows: In lieu of the who shall redetermine. the amount of the tax due under Part II 
mn.tter inserted by said amendment insert the following: of this title for the year or years affected, and the amount of 

" (e) Personal service corporations. shall not be subject to tax due upon such redeter-mination, if any,. shall be paid by, 
taxation under ttis title, but the individual stockholders. thereof the taxpayer upon notice and demand by the collector, or the 
shall be taxed in the same manner as the members of partner- amount ot tax overpaid, if any, shall be. credited or refunded 
ships. All the provisions of tllis title relating to partnerships to the taxpayer in a.ccm·dan.ce with the provisions of section 252. 
and the members thereof shall so far as practicable apply to In the ca ~e of such a tax accrued but not. paid, the commissioner 
personal se1·vice corporations and the stockholders thereof: as a condition precedent to the allowance of this credit may re­
Provided, That for the purpose of this subdivision amounts dis- quire the taxpayer to. give a bond with sureties satisfactory tO" 
tributed by a personal service corporation during its taxable and to be approved by the· commissioner in such penal sum as the 
year shall be accounted for by the distributees; and any por- commissioner may require, conditioned for the payment by the 
tion of the net income remaining undistributed at the close of taxpayer of any amount of tax found due upon any such red.eter-: 
its taxable year shall be accounted for by the stockholders of mination; and the bond herein prescribed shall contain such 
such corporation at the close of its taxable year in proportion further conditions as the commissioner- may require. 
to their respective shares." "(c) These credits shall be allowed only if the taxpayer fur-And the Senate agree to tlle same. 

Amendment numbered 94: That the House recede from its nishes evidence satisfactory to the commissioner showing the 
disagreement to the amendment of the Senate numbei·ed 94, and amount of income deJ.ived from sources within such foreign 
a.,.ree to the same with an amendment as follows: In lieu of the country or such possession of the United States, and all other 
~atter inserted .bY said amendment insert the following: "212, information necessary fm· the computation of such credits." 
except that there shall also be allowed as a deduction (in lieu And the Senate agree to the same. 
of the deduction authorized by paragraph (11) of subdivision Amendment numbered 125: That the House recede fl•om its dis-
( a) of sec. 214) any part of the gross income which, pursuant agreement to the amendment of the Senate numbered 125, and 
to the terms of the will or deed creating the trust, is during the aO'ree to the same· with an amendment as follows: In lieu of the 
taxable year paid to ci· permanently set .aside for the United ~atter stricken out by said amendment insert tbe following: 
States, any State, Te1·ritory, or any political subdivision thereof, "Except in the case of taxpayers who a.re abroad, no such exteu­
or the District of Columbia, or- any corporation organized und sion shall be for more than six months " ; and the Senate agree to 
operated exclusively for religious, charitable, scientificr or edu- the same. 
cational purposes, or 'for the preV"ention of cruelty to children. Amendment numbered 129 : That the House r ecede from its 
or animals, no part of the net eaFningg of wi:tich inures to the · disagreement to the amendment of the Senate numbered 129, 
benefit of any private stockholder or individual"; and the and agree to the same with an amendment as follows: In lieu 
Senate agree to the same. · of the matter inserted by said amendment insert the following: 

··Amendment numbered ·95: That the House recede from fts u (1) For tll.e calendar year 1918, 12 per cent of the amount 
disagreement to the amendment of the Senate numbered 95; and of the net income in excess of the: credits provided in section 
agree to the same with an amendment as follows; On page 23, 236; and 
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"(2) For each calendar year thereafter, 10 per cent of such 
excess amount. 

" (b) For the purposes of the act approved March 21, 1918, 
entitled 'An act to provide for the operation of transportation 
systems while under Federal control, for the just compensation 
of their owners, and for other purposes,' five-sixths of the tax 
imposed by paragraph (1) of subdivision (a) and four-fifths of 
the tax imposed by pa1•agraph (2) of subdivision (a) shall be 
treated as levied by an act in amendment of Title I of the reve­
nue act of 1917." 

And the Senate agree to the same. 
Amendment numbered 135: That the House recede from its 

disagreement to the amendment of the Senate numbered 135, 
and agree to the same with an amendment as follows: In lieu 
of the matter stricken out by said amendment insert a comma 
and the following: "except that: 

"(1) In the case of life insurance companies there shall not 
be included in gross income such portion of any actual premium 
received from any individual policyholder as is paid back or 
credited to or treated as an abatement of premium of such 
policyholder within the taxable year. -

" (2) Mutual marine insurance companies shall include in 
gross income the gross premiums collected and received by them 
less amounts paid for reinsurance." 

And the Senate agree to the same. 
Amendment numbered 144: That the House recede from its 

disagreement to the amendment of the Senate numbered 144, and 
agree to the same with an amendment as follows: In lieu of the 
matter inserted by sai<l amendment insert the following: "238; 
or (e) in the case of a foreign corporation, by the authority of 
any foreign· country (except income, war-profits and excess­
profits taxes, and taxes assessed against local benefits of a kind 
tending to increase the value of the property assessed), upon the 
property or business " ; and on page 40 of the bill, lines 22 and 23, 
strike out "paragraphs (2) and (3)" and insert "paragraph 
(2) and in clauses (a), (b), and (c) of paragraph (3)"; and 
the Senate agree to the same. 

Amendment numbered 146: That the House r~ede from its 
diRagreement to the amendment of the Senate numbered 146, and 
agree to the same with an amendment as follows: In lieu of the 
matter inserted by said amendment insert a · comma and the 
following: "and amounts received as dividends from a personal 
service corporation out of earnings or profits upon which income 
tax has been imposed by act of Congress"; and the Senate agree 
to the same. 

Amendment numbered 147: That the House recede from its 
disagreement to the amendment of the Senate numbered 147, and 
agree to the same with an amendment as follows: Omit the mat­
ter inserted by said amendment and restore the matter stricken 
out by said amendment, and on page 37, line 24, of the bill, after 
" busiitess," insert a comma and the following: "including a 
reasonable allowance for obsolescence " ; and the Senate agree to 
the same. 

Amendment numbered 159: That the House recede from its 
disagreement to the amendment of the Senate numbered 159, and 
agree to the same with an amendment as follows: On page 33, 
line 9, of the Senate engrossed amendments, strike out "12 
months" and insert "30 days"; and the Senate agree to the 
same. 

AmendiL-ent numbered 160: That the House recede from its 
disngreement to the amendment of the Senate numbered 160, and 
ugree to the same with an amendment as follows: In lieu of the 
matter stricken out by said amendment insert the following: 

"(10) In the case of insurance companies, in addition to the 
above: (a) 'rhe net addition required by law to be made within 
the taxable year to reserve funds (including in the case of assess­
meut insurance companies the actual deposit of sums with State 
or Territorial officers pursuant to law as additions to guarantee 
or reserve funds); and (b) the sums other than dividends paid 
:within the taxable year on policy and annuity contracts; 

"(11) In the case of corporations issuing policies covering 
life, health, and accident insurance combined in one policy issued 
on the weekly premium payment plan continuing for life and 
not subject to cancellation, in addition to the above, such por­
tion of the net addition (not required by law) made within the 
taxable year to reserve funds a.s the comiL1ssioner finds to be 
required for the protection of the holders of such policies only ; 

"(12) In the case of mutual marine insurance companies, there 
shall be allowed, in addition to the deductions allowed in para­
graphs (1) to (10), inclusive, amounts repaid to policyholders 
on account of premiums previously paid by them, and interest 
paid upon such amounts between the ascertainment and the 
payment thereof; 

"(13) In the case of mutual insurance companies (other than 
mutual life or mutual marine insurance compani~s) requiring 

their members to make premium ·deposits to provide for losses 
and expenses, there shall be allowed, in addition to the· deduc­
tions allowed in paragraphs (1) to .(10), inclusive, (unless other­
wise allowed under such paragraphs) the arr;:ount of premium 
deposits returned to their policyholders and the amount of pre­
mium deposits retained for the payment of losses, expenses, and 
reinsurance reserves and a semicolon." 

And the Senate agree to the same. 
Amendment numbered 161: That the House recede from its 

disagreement to the amendment of the Senate numbered 161, 
and agree to the same with an amendment as follows : 

" ( 14) (a) At the time of filing return for the taxable year 
1918 a taxpayer may. file a claim in abatement based on the fact 
that he has sustained a substantial loss (whether or not ·ac­
tually realized by sale or other disposition) resulting from any 
material reduction (not due to temporary fluctuation) of the 
value of the inventory for such taxable year, or from the actual 
payment after the close of such taxable year of rebates in pur­
suance of contracts entered into during such year upon sales 
made during such year. In such case payment of the amount 
pf the tax covered by such claim shall not be requireu until the 
claim is decided, but the taxpayer shall accompany his claim 
with a bond in double the amount of the tax covered by tho 
claim, with sureties satisfactory to the commissioner, condi· 
tioned for the payment of any part of such tax found to be U.ue, 
with interest. If any part of such claim is disallowed then tllo 
remainder of the tax due shall on notice and dP.mand hv tha 
collector be paid by the taxpayer with interest at the rate of 
1 per cent per month from tl:)e time the tax would have been 
due had no such claim been filed. If it is shown to the satis­
faction of the commissioner that such substantial loss has been 
sustained, then in coiiiputing the taxes imposed by this title 
and by Title III the amount of such loss shall be deducted from 
the net income. (b) If no such claim is filed, but it is shown to 
the satisfaction of the commissioner that during the taxable yeat• 
1919 the tm .. 'l>ayer has sustained a substantial -loss of tile char­
acter above described then the amount of such loss shall be 
deducted from the net income for the taxable year 1918 and the 
taxes imposed by this title and by Title III for such year shall 
be redetermined accordingly. Any amount found to be due to 
the taxpayer upon the basis ·of such redetermination shall be 
credited or refunded to the taxpayer in accordance \\ith the 
provisions of section 252." 

And the Senate agree to the same. 
Amendment numbered 169: That the House recede from its 

disagreement to the amendment of the Senate numbered 169, 
and agree to the same with an amendment as follows: In lieu 
of the matter inserted by said amendment insert the following: 
"in computing the tax as provided in subdivision (a) of section 
205, the tax computed for the entire period under Title II of 
the revenue act of 1917 shall be credited against the net income 
computed for the entire period under Title I of the revenue act 
of 1916 as amended by the revenue act of 1917 and under Title I 
of the revenue act of 1917, and the tax computed for the entire 
period under Title III of this act at the rates prescribed for the 
calendar year 1918 shall be credited against the net income com­
puted for the entire period under this title ; and " ; and the 
Senate agree to the same. 

Amendment numbered 171: '.rhat the House recede from its 
disagreement to the amendment of the Senate numbered 171, 
am} agree to the same with an amendment as follows: In lieu 
of the figure " 8 " inserted by said amendment insert the figures 
" 10 " ; and the Senate agree to the same. 

Amendment numbered 180: That the House recede from its 
disagreement to the amendment of the Senate numbered 180, 
and agree to the same with an amendment as follows : In lieu 
of the matter inserted by said amendment insert the following: 

"(c) If a uomestic corporation makes u return for a fiscal 
year beginning in 1917 and ending in 1918, only that proportion 
of this credit shall be allowed which the part of such period 
within the calendar year 1918 bears to the entire period." 

And on page 42 of the bill, after line 20, insert the folloThing 
new paragraph : 

"If accrued taxes when paid differ from the amounts claimed 
as credits by the corporation, or if any tax paid is refunded in 
whole or in part, the corporation shall at once notify the com­
missioner who shall redetermine the amount of the taxes uue 
under this tit~e and under Title III for the year or years affected, 
and the amount of taxes due upon such redetermination, if any. 
shall be paid by the corporation upon notice and demand by the 
collector, or the amount of taxes overpaid, if any, shall be cred­
ited or refunded t<> the corporation in accordance with the pro· 
visions of section 252. In the case of such a tax accrued but 
not paid, the commissioner as a condition precedent to the allow· 
ance of this credit may require the corporation to give a bond 

~ 1! r • 
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with sureties aiisfactory to and to be approved by him in such 
penal sum as be may require, conditioned for the payment by 
the taxpayer of any .amount of ta.xes found due upon any such 
redetermination; anu the bond herein prescribed shall contain 
such furthe1· conditions as the commissioner may require." 

And on page 42 of the bill, line 21, at the beginning of the line, 
in. ert the letter " b " in parentheses. 

And the Senate agree to the same. 
Amendment numbered 185: That the House recede from its 

disagreement to the amendment of the Senate numbered 185, and 
agree to the same with an amendment as follows: In lieu of the 
matter in erted by said amendment insert the following: 

"COXSOLIDATED RETURNS. 

: ,; SEc. 240. (a) That corporations which are affiliateu within 
the meaning of this section shall, under regulations to be pre­
scribeLl by the commissioner with the approval of the Secretary, 
make a consolidated return of net income and invested capital 
for the purposes of this title and Title III1 and the taxes there­
under shall be computed and determined upon the basis of such 
retm·n: P1·ovided, That there shall be taken -out of such consoli­
dated net income and invested capital, the net income and in­
vesteu capital of any such affiliated corporation organized after 
:August 1, 1914, and not successor to a then existing business, 50 
per cent or more of whose gross income consists of gains, profits, 
commissions, or other income, derived from a Government con­
tract or contracts made between April6, 1917, and November 11, 
1918, both dates inclusive. In such case the corporation so 
taken out shall be separately assessed on the basis of its own 
invested capital and net income and the remainder of such 
affiliated group shall be a sessed on the basis of the remaining 
consolidated invested capital and net income. 

" In any case in which a tax is assessed upon the basis of a 
consolidated return, the total tax shall be computed in the first 
instance as a unit and shall then be assessed upon the respective 
affiliated corporations in such proportions as may be agreed upon 
among them, or, in the absence of any such agreement, then on 
the basis of the net income properly assignable to each. There 
shall be allowed in computing the income tax only one specific 
credit of $2,000 (as provided in section 236) ; in computing the 
war-profits credit (as provided in section 311) only one specific 
exemption of $3,000; and in computing the excess-profits credit 
(as provided in section312) only one specific exemption of $3,000. 

"(b) For the purpose of this section two or more domestic cor-
. porations shall be deemed to be affiliated (1) if one corporation 
owns dir-ectly or controls through closely affiliated interests or by 
a nominee or nominees substantially all the stock of the other 
or others, or (2) if substantially all the stock of two or more 
corporations is owned or controlled by the same interests. 

" (c) For the purp-oses of section 238 a domestic corporation 
which owns a majority of the voting stock of a foreign corpora­
tion shall be deemed to have paid the same proportion of any 
income, war-profits and excess-profits taxes paid (but not in­
cluding taxes accrued) by such foreign corporation during the 
taxable year to any foreign country or to any possession of the 
United States up-on income derived from sources without the 
United States, which the amount of any dividends (not deduct­
ible •under section 234) received by such domestic corporation 
from such foreign corporation during the taxable year bears to 
the total taxable income of such foreign corporation upon or 
with respect to which such taxes were paid: P'rovided, That in 
no such case shall the amount of the credit for such taxes exceed 
the amount of such dividends (not deductible under section 234) 
received by such domestic corporation during the taxable year." 

And the Senate agree to the same. 
· Amendment numbered 1.88 : That the House recede from its 
disagreement to the amendment of the Senate numbered 188, 
and ageee to the same with an amendment as follows: In lieu of 
the matter inserted by said amendment insert the following: 

"SEc. 250. (a)That except as otherwise provided in this sec­
tion and sections 221 and 237 the tax shall be paid in four in­
stallments, each consisting of one-fourth of the total amount of 
the tax. The first installment shall be paid at the time fixed by 
law for filing the return, and the second installment shall be paid 
on the fifteenth day of the "third month, the third installment 
on the fifteenth day of the-sixth mon~ and the fourth install­
ment on· the fifteenth day of the ninth month, after the time 
fixeu by law for filing .the return. Where an extension of time 
for filing a return is granted the time for payment of the first 
installment shall be postponed until the date of the expiration 
of the period of the extension, but the time for payment of the 
other installments shall not be postponed unles-s the commis­
sioner so provides in granting the extension. In any case in 
whicl1 the time for the payment of any installment ·is at the 
request of the taxpayer thus p-ostponed, there shall be added 

as part of such installment intere t thereon at the rate of <me­
half of 1 per cent per month from the time is would ba\e been 
due if ~o extension had been granted, until paid. If any in­
stallment is not paid when du , the wh-ole amount -of the tax 
unpaid ~hall become due and payable upon notice and demand 
by the collector." 
- And the Senate agree to the same. 

Amendment numbered 214: That the House l'ecede from its 
disagreement to the amendment of the Senate numbered 214, 
and agree to the same with an amendment as follows: In lieu of 
the matter stricken out by said amendment insert the follow­
ing: " imposing an income tax " ; and the Senate agree to the 
same. 

Amendment numbered 215: That the House recede from its 
disagreement to the amendment of the Senate numbered 215, and 
agree to the same with an amendment as follows: In lieu of the 
matter i.nserted by said amendment insert a colon and the fol­
lowing: "Pt-.ovicled further, Thai; all bona fide stockholders of 
record owning 1 per cent or more of the outstanding stock of any, 
c-orporation shall, upon making request of the commissioner, be 
allowed to examine the annual inco~ returns of such corpora­
tion and of its subsidiaries. Any stockholder who pursuant to 
the provisions of this section is .allowed to examine the return 
of any corporation, and who makes known in any manner what­
ever not provided by law the amount or source of income, profits, 
losses, expenditures, or any particular thereof, set forth or dis­
closed in any such retul'n, shall be gui.lty of a misdemeanor and 
be punished by a fine not exceeding $1,000, or by imprisonment 
not <exceeding one year, or b-oth "; and the Senate agree to tho 
same. . · 

Amendment numbered 216: That the House recede from its 
disagreement to the amendment of the Senate numbered 216, 
and agree to the same with an amendment as follows: In lieu 
of the matter inserted by said amendment insert the following: 
" in such manner as he may determine, in the office of the cob 
lector in each internal revenue district and in such othe1· places 
as he may determine, lists " ; and the Senate agree to the same. 

Amendment numbered 220: That the House recede from its 
disagreement to the :amendment <>f the Senate numbered 220, 
and agree to the same with an amendment as follows : In lieu 
of the matter inserted by said amendment insert the following: 

" CITIZENS OF THE UNITED STATES POSSESSIONS. 

" SEc. 200. That any individual who is a citizen of any pos­
session of the United States (but not otherwise a citizen of the 
United States) and who is not a resident of the United States, 
shall be subject to taxation under this title only as to incomo 
derived from sources within the United States, and in such case 
the tax shall be computed and paid in the same manner and 
subject to the sa.me conditions as in the case of other persons 
who are taxable only as to income derived from such sources." 

And the Senate agree to the same. 
Amendment numbered 221.: That the House recede from its 

disagreement to the amendment of the Senate numbered 221, 
a.nd agree to the same with an amendment as follows: In lieu 
of the matter inserted by said amendment insert the following: 

"POR'I'O RICO -AND PHILIPPINE ISLANDS. 

" SEc. 261. That in Porto Rico and the Philippine Islands the 
income tax shall be levied, assessed, collected, and paid in ac­
cordance with the provisions of the revenue act of 1916 as 
amended. 

"Returns shall be made and taxes shall be paid under Title I 
of such act in Porto Rico or the Philippine Islands, as th~ case 
may be, by (1) every individual who is a citizen or resident ot 
Porto Rico or the Philippine Islands or derives income from 
sources therein, and (2) every corporation created or organized 
in Porto Rico or the Philippine Islands or deriving income from 
sources therein. An indJvidual who is neither a citizen nor a · 
resident of Porto Rico or the Philippine Islands but derives 
income from sources therein, shall be taxed in Porto Rico or the 
Philippine Islands as a nonresident alien individual, and a cor:. 
poration created or organized outside Porto Rico or the Philip­
pine Islands and deriving income from sources therein shall be 
taxed in Porto Rico or the Philippine Islands as a foreign corpo­
ration. For the purposes of section 216 and of paragraph (6) ' 
of subdivision (a) of section 234 a tax imposed in Porto Rico 
or the Philippine Islands upon the net income of a corporat!on 
shall not be deemed to be a tax under this title. 

" The Porto Rican or Philippine Legislature shall have power 
by due enactment to amend, alter, modify, or repeal the incomo 
tax la.ws in force in Porto Rico or the Philippine Islands, re-
spectively." · 
' And the Senate agree to the same. 

Amendment numbered 231: That the House recede from ib 
disagreement to the amendment of the Senate numbered 231, 
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and agree to the same with an amendment as follows: In lieu 
of the matter inserted by said amendment insert the following: 
"equal to the sum of the following: 

" FIRST BRACKET. 

" ·30 per cent of the amount of the net income in excess of the 
excess-profits credit (determined under section 312) and not in 
excess of 20 per cent of the in"Vested capiW; 

" ·SECOND BRACKET. 

" G5 per cent of the amount of the net income in excess of 20 
per cent of the invested capital ; 

" TR:lRD BRACKET. 

" The sum, if any, by whlcb 80 per cent of the amount of the 
net income in excess of the war-profits credit (determined under 
section .311) excee<ls the .amount of the tax computed under 
the first and second brackets. 

"(l>) For the taxable year 19H> and each taxable year there­
after there shall be leTI.ed, co1lected, and. paid upon the net in­
come of every corporation (except corporations taxable under 
subdivision (c) of this section) a tax equal to the sum of the 
following: 

" SEc. 303. That if part of the net income of a corporation is 
derived (1) from a tra-de or business (or a branch of a trade 
·or business) in -which the employment of capital is necessary, 
and (2) a part (constituting not less than 30 per cent of its 
total net income) is derived from a separate trade or business 
'(or a distinctly separate branch of the trade or business) which 
if constituting the sole trade o1· business would bring it within 
the class of 'personal service corporations,' then ( un<ler regu­
lations prescribed by the commissioner :with the appToval ,of 
the Secretary) the fax upon the .first part of such net income 
shall be separately computed (allowing in such comput:Jtion 
only the same proportionate part of the credits authol'ized in 
sections 311 and 312), and the tax: upon the second part shall 
·be the same ,percentage thereof as the tnx: so computed upon 
the first part is of such first part: Prot"ided, That the tax upon 
.such second part shall in no case be less than 20 per cent 
thereof, unless the tax upon the entire net income, if computed 
without benefit of this ,section, would constitute less than 20 
per cent of such entire net income, in which event the tax shall 
be determined upon the entire ·net income, without reference to 
this section, as other taxes are ·determined under this title. 

"FIRST lillA.C.KET. The total tax computed under this section shall be sUbject 
"20 per cent of the amount of the net income in excess of the to the limitations provided in section 302." 

excess-profits credit (determined under section 312) and not in And the Senate -agree to the same. 
excess of 20 per cent of the invested capital .; Amendment numbered 234: That the House recede from its 

".sEcOND BRACKET. uisagreement to the :amendment of the Senate numbered 234. 
"40 per cent of the amount of the net income in excess of and agree to the _same with illl amendment as follows: In liell 

20 pe:r cent of .the invested capitaL of the matter inserted by said amendment insert the following~ 
·" (c) For the taxable yeal' 1919 .and each taxable year there- "Any corporation whose :net income for the taxable year is less 

after there shall be levied, collected, and paid upon the net than $3,000 shall be exempt from taxation nrrcler this title"; 
income of every corporation which derives in such year a ·ne't and the Senate agree to the same. 
income of more than $10,000 from any Government contract Amendment numbered 236: That the House ~·ecelle from its 
.or contracts made between .April G, 1917, and November 11, disagreement to the runendment of the Senate numbered 236. and 
:19~8, both dates inclusive, a sum equal to the sum of the fol- agree to the same with an amendment as follows: In Ueu of the 
lowing: · matter inserted by said. amendment insert the :following: 

"(1) Such a portion of a ta~ computed. at the rates speci- "(c) In the case of any corporation engaged in the'lllining of 
1ie<l in subdivision (a) as the part of the net income attributable gold, the portion of the net income derived from the mining of 
to such Government ·contract or contracts .bears to the entire gold shall be exempt from the tax im-posed by this title, awl the 
net income. In ·computing such tax the excess-profits credit tax on the remaining portion of the net income shall ·be the pro­
lUnd the war-profits cred.it applicable to the taxable year shall T>Ortion of a tax: computed without the be~efit of this subdivision 
he used ; which such r.emaining JJOrtion of tile net income bears to the 

"(Q) Such a portion of a tax computed at the r.ates specified entire net income." 
j,n subtlivision (b) as the pm~ of the net income not attrib11- And the Senate agree to the same. 
table to such Governmerrt contract or contracts bears to the Amendment nnmbe.I·ed 2-12; That the Rouse recede from i:ts 
Elltire net income. disagreement to the amendment of the .Senate numbered 242, nnd 

"For the J)urpose ,of determining the part of the net income agree to the same with an amendment as foll()WS: In lien -of the 
·attributable to such -Government .conh'act o1· contracts, the matter inserted by said. amendment insert the following: 
proper .apportionment and allocation of the ·deductions with " (c) If the corporation w.as not in existence <luring the whole 
,respect to gross ·income derived from such Government ·contract of at least one calendar sear .during the prewar ·period, then, ex­
or contracts and from other sources, respectively, shall be deter- ('ept a.'3 -pro,ided in subdivision ·(d), the wn:r-profits credit sha'll 
mine<l under rules and regulations prescribed by the commis- ,be the sum -of: • 
.sioncr with the .approval ·uf the Secretary. "(1) A specific exemption of $3,000; nnd 

"(d) In any case where the full amount of the .excess-profits "(2) An amount equal to the same percentage of the invested 
lCI'edit is .not allowed under the first bracket of subdivision ·(a) capital of the tn:s:payer for the taxable ·year as the .average per­
iOr (b), by reason of the fact that such credit is in excess ·of 20 centage of net income to invested capital, for the pr.ewar period, 
per cent of the invested capital, the part not so allowed shall be of corporations engaged in a trade or business of the same gen­
.deducted from the amount in the second bracket. eral class as that conducted by the ta.A-payer ; hut such .amount 

" ( e~ For the purpo es of the act approved l\Iarch 21, 1.918, .shall in no case be Jess ~than 10 per cent of :the invested cupitu.\1 
entitled 'An act fto :provide .for the operation of transportation ,of the taxpayer for the taxable sear. Such :aTernge :percentnge 
'Systems ·while 'Under Federal control, for the just compensation shall be determlned by the commissio11e1.· on the basis of ·data 
of their owners, and for other purposes,' the tax imposed by contained in returns made under 'Title ll of the rrevenne act .of 
this title shall he treate<l as levied by an net in amendment of .1917, and the average know-n .as the meilian shall be nsed. If 
Title II .of ,the revenue act of .1917!' :such average percentage has not been determined and published 

And the Senate agree to the same. at least 30 days p1·ior to the time .:\,"hen :the return of the ;tax-
Amendment numbered 232 : Tha.t t11e House recede from 1ts -payer is due, then :fol' purpo es of ,such return 10 per ·cent shall 

disagreement .to the amendment of the Senate '!lumbered 232, 'be used in lieu the1'.eof; but such aTerage percentage w.hen de­
and agree to the same 'With an amen<lme.nt as follows: -In lieu .termined sh.all be used for the purposes of section 250 in deter· 
of the matter inserted by said. amendment insert ·the following; mining the ·conect amount of the tax. 
.4' the tux imposed. 'by subdivision ( n) of section 301 shall in no " ( d ~ Tl1e w.ar-profits credil .shall be ,d€ter.mlned jn the man­
case be more than 30 ·per cent of the amount ·of ·the net income 1 ner provided· in subdivision (b) instead of in the manner pro­
in excess of $3,000 an<l not in excess of $20,000, plus 80 per · vided Jn subdl vision (c), in the ca e of any -corporation whiell 
cent of the amotmt of the net income .in e:x.cess of .$20,000·; 'the was :not dn .existence during · the whole ·Of :nt least one calemlat· 
tax imposed by subdivision (b) of section .301 shall in no ·case year during the prewar .pm'tiod, if (1) n majority of its ·stoek .U:t 
be more than 20 per cent of the amount '6f ~the net income in any time during the taxable year is owned or .controlled, .directly 
excess of $3,000 and not in excess of $20,000, plus 40 per cent or indirectly., by a corporation wlli'ch was in existence during the 
o.f the amount of the net income in ·excess of $20,000; and the whole of at lea t one calendar yeaT during the prewar period. or 
.above limitations shall n;pply to the taxes computed under sub- if (2) 50 per cent oT more of its gross income (as computed un­
·divisions (a) and (b) of section 301, respectively, when used der section 233 for income tax purposes) consists of gains, 
in subdivision (c) of that section. Nothing in this section shall :pTofits, commissions, or other income, derived from .a Govern­
be construed in such manner as te increase the tax imp&sed by ment ,contract or contracts made between April G, 1917, and 
:section 301 "; and the Senate agree to the same. November 11, 1918, 'both dates indusive." 

Amendment number 233: That the House recede from its dis- And the Senate agree ;to the same . 
.ngreement to the amenclment of the Senate -numbered 233, ·and .Amendment numbered 243: Tlurt tlte House recede fr•Jru its 
agr e to tile -same with an amendment as follows: In 'lien of disagreement to the amendment of the Senate numbered 243, 
the matter inserted ~r said amendment insert the follo\ving: . .a.nd agree to the same with an amendment as .follows~ In lieu 
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of the matter inserteu by said amenument insert: "e" in paren­
the~es; and the Senate agree to the same. 

Amendment numbered 254: That the House recede from its 
. clisagreement to the amendment of the Senate numbered 254, 

and agree to the same '"Tith an amendment as foflows: In lieu 
. of the matter inserted by said amendment insert the following: 
" therefor, unle. s the actual cash value of such tangible prop-

. erty . at the time paid in is shown to the satisfaction of the 
Commissioner to have been clearly and substantially in excess 
of ~uch par value, in which case such excess shall be treated as 
paid-in surplus: P1.0-L'-ided, That the commissioner shall keep a 

. record of aU cnses in which tangible property is included in 
invested capital at a value in excess of the stock or shares issued 
therefor, containing the name and address of each taxpayer, the 
bu. iness in which engaged, the amount of invested capital and 
net income shown by the return, the value of the tangible prop­
erty at the time paid in, the par value of . the stock or shares 
specifically i sued therefor, .and the amount included under this 
11aragraph as paid-in surplus. The commissioner shall furnish 
a copy of uch record and other detailed information with re­
spect to such cases when requh·ed by resolution of either House 
of Congress, without regard to the restrictions contained in 
section 257 " ; and the Senate agree to the same. 

Amendment numbered 257: That the House recede from .its 
<lisagreement to the amendment of the Senate numbered 257, . 
:Uld agree to the same with an amendment as follows: In lieu 
uf the matter inserted by said amendment insert "25"; and 
the Senate agree to the same. 

Amendment numbered 259: That the House recede from its 
W.sagreement to the amendment of the Senate numbered 259, 
and agree to the same with an amendment as follows : In lieu 
of the matter inserted by said amendment insert "25." And 
on page 62, line 14, of the bill, after the word "lowest," insert 
a colon and the following: "Provided, That in no case shall the 
total amount included under paragraphs (4) and (5) excee<1 in 
the aggregate 25 per cent of the par value of the total stock or 
shares of the corporation outstanding at the begiQning of the 
taxable year"; and the Senate agree to the same. 

Amendment numbered 261: That the Honse recede from its 
41isagreement to ·the amendment of the Senate numbered 261, and 

· agree to the same with an amendment as follows: In lieu of 
the matter· inserted by said amendment insert the ·following: 
. , a percentage thereof equal to the percentage which the amount 
of inadmissible assets is of the amount of admis ible and inad­
missible assets held during the taxable year " ; and the Senate 
agree to the same. 

Amendment numbered 263: That the House recede from its 
disagreement to the amendment of the Senate numbered 263, and 
agree to the same with an amendment as follows: In lien of 
:the matter inserted by said amendment insert the following: 

" That in the following cases the tax shall be determined as 
provided in section 328 : 

"(a) Where the commissioner is unable to determine the in­
yested capital as provided iu section 326; 
·I "(b) In the case of a foreign corporation; . 

" (c) 'Vhere a mixed aggregate of tangible property and in­
tangible property has been paid in for stock or for stock and 
bonds and the commissioner is unable satisfactorily to deter­
mine the respective values of the several classes of propetty at 
the time of I?ayment, or to distinguish the classes of property 
J)aid in for stock and for bonds, respectively; 

" (d) Where upon application by the corporation the commis­
sioner finds and so declares of record that the tax if determined 
;without benefit of this section would, owing to abnormal condi­
tions affecting the capital or income of the corporation, work upon 
the corporation an exceptional hardship evidenced by gross dis­
proportion between the tax computed without benefit of this sec­
tion and the tax computed by reference to the representative 
corporations specified in section 328. This subdiYision shall not 
apply to any case (1) in which the tax (computed without benefit 
of this section) is high merely because the corporation earned 
within the taxable year a high rate of profit upon a normal 
invested capital, nor (2) in which 50 per cent or more of the 
gross income of the corporation for the taxable year (computed 
under section 233 of Title II)' consists of gains, profits, commis­
·sions, or other income derived on a cost-plus basis from a Gov­
ernment contract or contracts made between April 6, 1917, and 
November 11, 1918, both dates inclusive. 

" EC. 328. (a) In the cases specified in section 327 the tax 
shall be the amount which bears the same ratio to the net income 
of the taxpayer (in exce s of the specific exemption of $3,000) 
for the taxable year, as the average tax of representative cor­
porations engaged in a like r similar trade or business, bears 
to their ayerage net income (in excess of the specific exemption 
cf lji3,000) for such year. In tile case of a foreign ~orporation 

the ta.~ shall be computed without deducting the specific ex­
emption of $3,000 either for tlle taxpayer or the representative 
corporations . 

"In computing the tax under this section." 
And on page 65 of the bill, after line 16, insert the following: 
"In cases in which the tax is to be computed under this sec­

tion, if the tax as computed without the benefit of this section 
is less than 50 per cent of the net income of the taxpayer, the 
installments shall in the first instance be co~puted upon the 
basis of such tax; but if the tax so computed is 50 per cent or. 
more of the net income, the installments shall in the first in­
stance be computed upon the basis. of a tax equal to 50 per 
cent of the net income. In any case, the actual ratio when 
ascertained shall be used in determining the correct amount 
of the tax. If the correct amount of the tax when determined 
exceeds 50 per cent of the net income, any excess of the correct 
installments over the amounts actually paid shall on notice and 
demand be paid together with interest at the rate of one-half o:f 
1 per cent per month on such excess from the time the instali· 
ment was ·due." 

Ancl the Senate agree to the same. 
Amendment numbered 270: That the House recede from its 

disagreement to the amendment of the Senate numbered 270 
and agree to the same with an amendment as follows : On page 
65 of the bill, lines 22 and 23, strike out " section" and insert 
"subdivision"; and the Senate agree to the same. 

Amendment numbered 277: That the House recede from its 
disagreement to the amendment of the Senate numbered 277, and 
agree to the same with an amenclment as follows: In lieu of the 
JUatter inserted by said amendment insert the following: 

" If such predecessor trade or business was carried on by a 
partnership or individual, the net income for the prewar period 
shall, under r{'gulations prescribed by the commissioner with the 
approval of the Secretary, be ascertained and returned as nearly 
as may be upon the same basis and in the same manner as 
provided for corporations in Title II, including a reasonable 
deduction for salary or compensation to each partner or the 
individual for personal services actually rendered. 

"In the case of the organization as a corporation before July 
1, 1919, of any trade or business in which capital is a material 
income-producing factor and which was previously owned by a 
partner hip or individual, the net income of such trade or busi­
ne s from January 1, 1918, to the date of such reorganization 
may at the option of the individual or partnership be taxed as 
the net income of a corporation is ta:x;:ed under Titles II and III; 
in which ev~mt the net income and invested capital of such 
trade or business shall be computed as if such corporation had 
been in existence on and after January 1, 1918, and the undis­
tributed profits or earnings of such trade or business shall not be 
subject to the surtax imposed in section 211, but amounts dis· 
tributed on or after January 1, 1918, from the earnings of such 
trade or business shall be taxed to the recipients as dividends, 
and all the provisions of Titles II and III relating to corpora­
tions shall so far as practicable apply to such trade or business: 
Provided, That this paragraph shall not apply to any trade or 
business the net income Of which for the taxable year 1918 was 
less than 20 per cent of its invested capital for such year: P'l·o-
·ided f'ltt·tlter, That any taxpayer who takes advantage of this 

paragraph shall pay the tax imposed by section 1000 of this 
act and by the first subdivision of section 407 of the revenue act 
of 1916, R.S jf snell taxpayer had been a corporation on and after 
January 1, 1918, with a capital stock having no par. value. 

" If any asset of the trade or business in existence both uur­
ing the taxable year and any prewar year is included in the 
invested capital for the taxable yeal" but is not included in the 
invested capital for such prewar year, or is valued on a differ­
ent basis in computing the invested capital for the taxable year 
and such prewar year, respectively, then under rules and regu­
lations to be prescribed by the commissioner with the approval 
of the Secretary such readjustments shall be made as are neces­
sary to place the computation of the invested capital for such 
prewar year on the basis employed in determining the invested 
capital for the taxable year." 

And the Senate agree to the same. 
Amendment numbered 282: That the House recede from its 

disagreement to the amendment of the Senate numbered 282, 
and agree to the same with an amenument as follows: In lieu 
of the matter inserted by said amendment, insert a colon and 
the following : 

"P1·ovi(lcd, That if nell previous owner was not a corpora­
tion, then the value of any asset so transferred or received 
shall be taken at i~ cost of acqui ition (at the date when ac­
quired by such previous owner) wHh proper allowance for de· 
pr dation, impairment, betterment, or uevelopment, but no ad• 
dition to the original cost shall be made for any charge or e:s:• 
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penuiture deducted as e..~pcnsc or othendse on or niter March 
1, 1913. in computing the net ineome of such pre-vious owner 
for purposes of taxation." 

And the Senate agree to the same. 
Amendment numbered 285: That the Hou e recede :from its 

disagreement to the amendment of the Senate numbered 285, 
anti agree to the same with an amendment as follows: In lieu of 
the matter inserted by said amendment insert the following: 

" ( 1) the same proportion of a tax for the entire perioo com:. 
pu ted uncler Title II of the revenue act of 1917 which the portion 
of such period falling within the calendar year 1917 is of the 
entire period, and (2) the same proportion Qf n tax for the 
entire period computed under this title at the rates specified in 
subllivision (a) of section 301 which the portion of such period 
falling witWn the calendar year 1918 is of the entire period. 
Any amount heretofore or hereafter paid on aceount of the tax · 
imposed for such fiscal year by Title II M the t'evenue act of . 
'1917 shall be eredited toward the payment of the tax imposed 
for uch fiscal year by thls title, and if tbe amount so paid 
exceeds the amount of the tax imposed by this title, the excess 
shall be credited or refunded to the corporation in accordance 
,with the provisions of section 252. 

" (b) If a corporation ILnkes return for a fiscal year beginning 
in 1918 ·and ending- m 1919, the tax for such fiscal year under 
this title shalfbe the sum of (1) the same proportion of a tax for 
tbe entire period c-ompute(} under subdivision (a) of section 301 
which the portion of such period tallin:r within the calendar 
year 1918 is of the entire period, and (2) the same proportion 
of a tax for the entire period computed under subdivision (b) 
or (c) of section 301 which the portion of such period falling 
wHllin the calendar year HJ19 is of the entire period~ 

n(c) If a partnership or n personal servjce cortwrntion makes 
1·eturn for a fisc-al year beginning in 1917 nnd ending in 1918, it 
'Shall pay the· srune proportion of a tax: for the entire perio<l 
computed under Title II of the revenue act of ffi17 which the 
portion of suct1 period falling within the calendar year 1917 is 
ot t11e entire period. 

"Any tax pai<l by a partnership or personal sernc.e corporation 
ffJT any period bectnning on or after .January 1, 1.918, shall be 
immediately refunded to the partnership or corporation as a tax 
erroneously or ille..,<rally collected." 

And on page 67. line 5, of the bill, after "corporation, insert 
ti1P following inclosed in parentheses: "' other than a per onal 
service corporation." 

And the Senate agree to the same. 
Amendment numbered 289: That the House recede from its 

disagreement to the amendment of the Senate numbered 28!), 
and agree to the S.'lme with nn nmendment as follows; In lieu 
of the matter inserted by said amendment insert the following: 

TITLE IV.-ESTA'l"E TAX. 

., SEc. 400. That when 'USed in this title-
" The term ' executor • means the e:xeeutor or administrator of 

,the decedent, or, if there is no executor or administrator, any 
per on who takes posses ion of any property of the decedent; 
and 

" The term 'collector ' means the collector of internal revenue 
of the dish·iet in which was the domicile of the decedent at the 
time ot his cleath, or, if there was no such domicile in the United 
State', then the collector of the district in wllich is situated the 
part of the gross estate of the decedent in the United States, 
or, if Ruch pnrt of the gross estate is situated in more than one 
district, then the collector of internal revenue of s.uch district . 
as may be de~ignated by the commissioner. 

"SEC. 401. Tbat (in lieu of the tnx imposed by Title II of the 
revenue act of 1916, as amended, and in lieu of the tax imposed 
by Title IX of the revenue act of 1917} a tax equal to the sum of 
the following percentages of the value of the net estate (deter­
mined as provided in section 403) is hereby imposed upon the 
transfer of the net estate of every decedent dying after the 
passage of this net, whether a resident or nonresident of the 
United States: 

":l per cent of the amount of the net estate not in excess of 
~50.000; 

"2 per cent of lli~ amount by \Vhich the net estate exceeds 
~'50 , and does not exceed $150,000 ; 

"3 per cent of the amount by which the net estate exceeds 
$1.50.000 fl.Dd Cloes not exceed $250,000; 

"4 per cent of tlw amount by which the net estate exceeds 
~~0,000 and does not excee<l $450,000; 
. " G per cent of the amount by which the net estate exceeds 
~450.000 and docs not exceed . 750,000.; 

" ' per cent of the amount by which the net estate exceeds 
.$750.000 anti does not exceed $1,000,000 ; 

"10 per cent of the amount by which the net estnte exceeds 
$1,000,000 and does not exceed $1,500,000; 

"12 per cent of the amount by which the net estate exceeds 
$1,500,000 and does not exceed $2,000,000; 

"14 per cent of the amount by ·which the net estate exceeds 
$2,000,000 and uoes not exceed $3,000,000 ; 

u 16 per cent of the amount by which the net estate exceeds 
$3,000,000 and does not exceed $4,000,000; 

"18 per cent of the amount by which the net estate exceeds 
$4,000,000 and docs not exceed $5,000,000; 

"20 per cent of the amount by which th.e net estate exceeds 
$5,000,000 and docs not exceed $8,000,000 i 

"' 22 per cent of the amount by which the net e~tute exceeds 
$8,000,000 and does not exceed $10,000.000 ; and 

"25 per cent of the amount by which the net estate exceeds 
$10,000,000. . 

u The taxes imposed by this title ()r by Title II of the revenue 
act of 1916 (as amended by the act entitled 'An act to provide 
increased revenue to <lefray the expenses .of the increased ap. 
propriations for the Army and Navy and the extensions of forti­
fications, and for other purposes,' approved Mar. 3, 1917) or by 
Title IX of the revenue act of 1917, shnll uot apply to the trans­
fer of the net estate of any ctecedento who has died or nmy die 
whlle serving in the rrii1itary or naval forces of the United States 
in the present ,,-~ or from injm'ies received or disease con­
tracted while in such service, and any such tax collected upon 
such transfer slmll be refunded to the executor. 

" SEc. 402. "'l'hat the \'"alue of the gro s estate of the decedent 
shall be determined by 'including the value at the time of his 
death of all property, re 1 or personal, tangible or intangible. 
whereve1· situated-

" (a) To the extent of the interest therein of the decedent at 
the time of his death which after his death is subject to the 
payment of the charges against his e tate and the expenses of 
its administration and is subject to distribution as part of his 
estate; · 

"(b) To the extent of any interest therein of tha surviving 
spouse, existing nt the time of the decedent's death as dow~ 
courtesy, or by virtue of a statute creating an estate in lieu of 
dower or courtesy ; 

'' (c) To the extent of any interest therein of which the de­
cedent has at any time made a transfer, or with re.spect to 
which be has at any time created a trust, in contemplation of 
Qr intended to take effect in possession or enjoyment at or after 
bis deatll {whether such transfer or trust is made or created 
before or after the passage of this act), except in case of a bona 
fide sale for a fair consideration in money or money's worth. 
Any transter of a material part of hls property in the nature 
of a final disposition or distribution thereof, made by t11e dece­
dent within two yea.rs prior to his death without such a con· 
sideration, shall, unless shown to the contrary, be deemect to 
have been made in contem.plation ()f death within the meaning 

.of this title; 
" (d) To the extent of the interest t11erein held jointly or us 

tenants in the entirety by the decedent and any other person, 
or deposited in banks or other institutions in their joint nameA 
and payable to either or the survivor, except such pnrt thm·eof as 
may be shown to have originally belonged to such otheT person 
and never to have belonged to the decedent; 

" (e) To the extent of any property passing under a genet·ai 
power of appointment exercised by tlle decedent (1) by will. 
or (2) by deed ~~ecuted in contemplation of, or intended to take 
effect in possession or enjoyment at or after, his death, except 
in case of a bona fide sale for a fair consideration in money or 
money's worth; and 

"(f) To the extent Df the amount receivable by the executor 
as insurance under policies taken out by the decedent upon his 
own life ; and to the extent of the excess over $40,000 of the 
amount receivable by all other beneficiaries as insurance under 
polides taken out by the dec.edent upon hls own life. 

"SEc. 403_. That for the pm-pose of the tax the value of the 
net estate shall be determined-

"(a) In the case of n resident, by deducting from the -value 
of the gross estate-

"(1) Such amounts for funeral expenses, administration ex­
penses, claims against the estate, unpaid mortgages, losses in· 
curred uuring the settlement of the estate arising from fires, 
storms, shipwreck, or other casualty. or from tileft, when such 
losses are not compensated for by insurance or otherwise, and 
such amounts reasonably require(} nnd actually expended for tOO 
support during the settlement of the estate of those dependent 
upon the decedent, as are allowed by the laws of the jurisdic­
tion, whether within or without the United States, under which 
the estate is being administerea, hut not including any income 
taxes upon inco~e received after tlle <leath of tl1e decedent, or 
any estate, succession, legacy, or inheritance taxes; 

''(2} An amount equal to tlle value at the time of the decedent's 
death of any property, real, personal, or mixed, which can be 
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identified as having been received by the decedent as a share 
in the estate of any person who died within five years prior to 
the death of the decedent, or which can be identified as having 
been acquired by the decedent in exchange for prope:rty so re­
ceived, if an estate tax under the revenue act of 1917 or under 
this act was collected from such estate, and if such property as 
included in the decedent's gross estate; 

" ( 3) The amount of all bequests, legacies, devises, or gifts, to 
or for the use of the United States, any State, Territory, any 
11olitlcal subdivision thereof, or the District of Columbia, for 
exclusively public purposes, or to or for the use of any corpora­
tion organized and operated exclusively for religious, charitable, 
scientific, literru.·y, or educational purposes, including the en­
coui·agement of art and the prevention of cruelty to children 
or animals, no part of the net earnings of which inures to the 
benefit of any private stockholder or individual, or to a trustee 
oi· trustees exclusively for such religious, charitable, scientific, 
literary, or educational purposes. This deduction shall be made 
in case of the estates of all decedents ~ho ha\e died since De-
cember 31, 1917; and . 
, " ( 4) An exemption of $50,000; 
' "(b) In the case of a nonresident, by deducting from the 
yaJue of that part of his gross estate which at the time of his 
death is situated in the United States-

" (1) That proportion of the deductions specified in paragraph 
;(1) of subdivision (a) of this section which the value of such 
part bears to the value of his entire gross estate, wherever 
situated, but in no case shall the amount so deducted exceed 
10 per cent of the value of that part of his gross estate which 
at the time of his death is situated in the United States; 
. "(2) An amount equal to the value at the time of the de­
cedent's death of any property, real, personal, or mixed, which 
.can be identified as having been received by .the decedent as .1 

share in the estate of any person who died within five years 
prior to the death of the decedent, or which can be identified 
as having been acquired by the decedent in exchange for prop­
erty so received, if an estate tax under the revenue act of 1917 
or under this act was collected from such estate, and if such 
pi·operty is included in that part of the decedent's gross estate 
.which at the time of his death is situated in t11e United States; 
and 

r " ( 3) The amount of all bequests, legacies, devises, or gifts, 
to or for the use of the 'United States, any State, '.rerritory, any 
political subdivision thereof, or the District of .Jolumbia, for 
exclusively public purposes, or to or for the use of any domestic 
corporation organized and operated ex~usively for religious, 
charitable, scientific, literary, or educational purposes, including 
the encouragement of art and the prevention of cruelty to chil­
dren or animals, no part of the net earnings of which inures 
to the benefit of any private stockholder or individual, or to a 
trustee or trustees exclusively for such religious, charitable7 
scientific, literary, or educational purposes within the United 
.States. This deduction shall be made in case of the estates 
of nll decedents who have died since December 31, 1917; and 

1 "No deduction shall be allowed in the case of a nonresident 
unless the executor includes in the return requil"c.d to be filed 
under section 404 the value at the time of his death of that 
part of the gro s estate of the nonresident not situated in the 
Uniteu States. 
· "For the purpose of this title stock in a domestic corpora­
tion owned and held by a nonresident decedent, anu the amount 
receivable as insurance upon the life of a nonresident decedent 
;wllere the insurer i a domestic corporation, shall be deemed 
·property 'vi thin the United States, and any property of which 
tile decedent has made a transfer or with respect to which he 

· ibas created a trust, within the meaning of subdivision (c) of 
section 402, shall be deemed to be situated in the United States, 
if so situated either at the time of the transfer or the creation 
'()f the trust, or at the time of the decedent's death. 

" In the case of any estate in respect to which the tax under 
ex.i ting law has been paid, if necessary to allow the benefit of 
the tleduction under paragraph (3) of subdivision (a) or (b) 
the tax hall be redetermined and any excess of tax paid shall 
be refunded to the executor. 

"SEc. 404. That the executor, within 60 days after qualifying 
ns :uch, or after coming into possession of any property of the 
decedent, whichever e\ent fir t occurs, shall give written notice 
thereof to the collector. The executor shall also, at such times 
and in such manner as may be required by regulations made 
pursuant to law, file with the .collector a return under oath in 
duplicate, setting forth (a) the value of the gross estnte of 
the decedent at the time of his denth, or, in cnse of n non­
resident, of that part of his :;ross e. tate situated in the Uniteu 
Stutes; (b) the deductions nllo,vetl under section 403; (c) the 
:value of tlle net estate of the decedent us defined in section 

403; and (d) the tax paid or payable tJ?.ereon; or such part ot 
such information as may at the time be ascertainable and such 
supplemental data as may be necessary to establish the correct 
tax. . 

u Return shall be made in all cases where the gross estate 
at the death of the decedent exceeds $50,000, and in thQ. case of 
the estate of every nonresident any part of whose gross estate 
is situated in the United States. If the executor is unable to 
make a complete return as to any part of the gross estate of 
the decedent, he shall include in his return a description of sucli 
part and the name of every person holding a legal or beneficial 
interest therein, and upon notice from the collector such person 
shall in like manner make a return as to such part of the 
gross estate. The commissioner shall make all assessments of 
the tax under the authority of existing administrative special 
and general provisions of law relating to the assessment and 
collection of taxes. • · 

"SEc. 405. That if no administration is granted upon the 
estate of a decedent, or if no return is filed as provided in 
section 404, or if a return contains a false or incorrect state­
ment of a material fact, the collector or deputy collector shall 
make a return and the commissioner shall assess the tax 
thereon. 

" SEc. 406. That the tax shall be due one year after the de- , 
cedent's death; but in any case where the commissioner finds 
that payment of the tax within one year after the decedent's . 
d.eath would impose undue hardship upon the estate he may1j 
grant an extension of time for the payment of the tax for ~ 
period not to exceed three years from the due date. If the I 
tax is not paid within one year and 180 days after the de- j 
cedent's death, interest at the rate of 6 per cent per annum 
from the expiration of one year after the decedent's death shall! · 
be added as part of the tax. ·j 

.. SEc. 407. That the executor shall pay the tax to the collec• 1 
tor or deputy collector. If the amount of the tax can not be' . 
determined, the payment of a sum of money sufficient, in the · 
opinion of the collector, to discharge the tax shall be deemed 
payment in full of the tax, except as in this section otherwise 
provided. If the amount so paid exceeds the amount of the tax: 
as finally determined, the commissioner shall refund such excess 
to the executor. If the amount of the tax as finally determined 
exceeds the amount so paid, the collector shall notify the execu­
tor of the amount of such excess and demand payment thereof .. 
If such excess part of the tax is not paid Within 30 days after 
such notification, interest shall be added thereto at the rate of 
10 per cent per annum from the expiration of such 30 days• 
period until paid, and the amount of such excess shall be a lien 
upon the entire gross estate, except such part thereof as may, 
have been sold to a bona fide purchaser for a fair consideration 
in money or money's worth. · 

"The collector shall grant to the person paying the tax dupli­
cate receipts, either of which shall be sufficient evidence of such 
payment and shall entitle the executor to be credited and 
allowed the amount thereot by any court having jurisdiction to 
audit or settle his accounts. 

" SEc. 408. That if the tax herein imposed is not paid within 180 
days after it is due, the collector shaD, unless there is reasonable 
cause for further delay, proceed to collect the tax under the pro­
visions of general law or commence appropriate proceedings in 
any court of the United States, in the name of the United 
States, to subject the property of the decedent to be sold under 
the judgment or decree of the court. From the proceeds of such 
sale the amount of the tax, together with the costs an,d expenses 
of every description to be allowed by tJ;le court, shall be first 
paid, anu the balance shall be deposited according to the o.rcler 
of the court to be paid under its direction to the person entitled 
thereto. 

"If the tax or any part thereof is paid by, or collected out of 
that part of the estate passing to or in the posse sion of, any, 
person other than the executor in his capacity as such, such 
person shall be entitled to reimbu~·sement out .of any part. of ~he 
estate still undistributed or by a JUSt and eqmtable contnbutlon 
by the persons whose interest in the estate. of the deceden~ w~uld 
have been reduced if the tax had been pa1d before the distnbu­
tion of the estate or who e interest is subject to equal or prior 
liability for the payment of taxes, debts, . or other c:mr~es 
against the estate, it being the purpose and mte.nt o~ this t1tle 
that so far ns is practicable and \.mless otherw1se duectec.l by, 
the ,Yin of the decedent the tax shall be paid out of the e ·tate 
before its distribution. If any part of the gross e tate consists 
o~ proceeds of policies of insurance upon the life of the decedent 
receivable by a beneficiary other than the exec"?tor, the execu~or 
shall be entitled to recover from such beneficiary su~h pot·tlon 
of J·he total tax paid ns the proceeds, in exce s of $40,000, of 
such policies bear to the net estate. If there is more than one 
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such beneficiary, the executor shall be entitled to recoyer from Amendment numbered 312.: That the House recede from its 
such beneficiaries in the same ratio. disagreement to the amendment of the Senate numbered 312, 

"SEc. 400. That unless the tax is sooner paid in full, it shall and agree to the same with an amendment as follows: In lieu 
be a lien for 10 years upon the gross estate of the decedent, ex- of the matter inserted by said amendment insert the following: 
cept that such part of the gross estate as is lised for the pay- "of $3.20 (if intended for sale for beYerage purposes or for use 
ment of charges against the estate and expenses of its adminis- in the manufacture or production of any article used or in· 
tration, aHowed by any court haying jurisdiction thereof, shall tended for use as a beverage) on each proof gallon, and a pro­
be divested of such lien. If the commissioner is satisfied that portionate tax: at a like rate on all fTactional parts of sucli 
the tax liability of an estate has been fully discharged or pro- proof gallon"; and the Senate agree to the same • 
. Yided for, he may, under regulations prescribed by him with the Amendment numbered 325: That the House recede from its 
approval of the Secretary, issue his certificate releasing any or disagreement to the amendment of the Senate numbered 325, 
all property of such estate from the lien herein imposed. and ag1:ee to the same with an amendment as follows: On page 

"If (a) the decedent makes a transfer of, or creates a trust 92, line !), of the Senate engrossed amendments strike out "of 
:with respect to, any property in contemplation of or intended fermentation"; and the Senate agree to the same. 
to take effect in possession or enjoyment at or after his death .Amendment numbered 341: That the House recede from its 
: (~-xcept in the case of a bona fide sale for a fair consideration disagreement to the amendment of the Senate numbered 341, 
in money or money's 'Torth) or (b) if insurance passes under a and agree to the same with an amendment as follows: In lieu 
contract executed by the decedent in fayor of a specific bene- of the matter inserted by said amendment insert "$6"; an<l 
nciary, and if in either case the tax in respect thereto is not the Senate .agree to the same. · 
paid when due, then the transferee, trustee, or beneficiary shall Amendment numbered 345: That the House recede from its 
be personally liable for such tax, and such property, to the disagreement to the amendment of the Senate numbered 345, 
extent of the decedent's interest therein at the time of such and agree to the same " .. ith an amendment as follows: In lieu 
transfer, or to the e~-tent of such beneficiary's interest under of the matter inserted by said amendment insert "$3 "; and 
amch contract of insurance, shall be subject to a like lien equal the Senate agree to the same. 
to tho amount of such tax. Any part of s_uch property sold by Amendment numbered 357: That the House recede from its 
such transferee or trustee to a bona fide purchaser for a fair disagreement to the amendment of the Senate numbered 357, 
consideration in money or money's worth shall be divested of and agree to the same with an amendment as follows: On page 
the lien nnd a like lien shall then attach to all the property of 95, line 14, of the Senate engrossed amendment sh·ike out "of" 
::;uch transferee or trustee, except any part sold to a bona fide and insert "entitled 'An act to proYide revenue, equalize duties, 
purchaser for a fair consideration in money or money's worth. and encourage the industries of the United States, and for other 

"SEc. 410. That whoever knowingly makes any false state- purposes,' approved"; and the Senate agree to the same. 
ruent in any notice or return rcquin.'<l to be filed under this Amendment numbered 367: That the House recede from its 
title shall be liable to a penalty of not exceeding $i:i,OOO, or im- disagreement to the amendment of the Senate numbered 367,· 
})l'isonment not exceeding one year, or both. and agree to the same with an amendment as follows: In lieu 

"Whoever fails to comply 'vith any duty imposed upon him of the matter inserted by said amendment insert "1J cents"; 
u~' section 404, or, having in his possession or control any and the Senate agree to the same. 
record, file, or paper, containing or supposed to contain any .A.menument numbered 368: That the House recede n·oin its 
information concerning the estate of the deceuent, or, having disagreement to t he amendment of the Senate numbered 368, 
in his possession or control any property comprised in the gross and agree to the same 'vith an amendment as follows: In lieu 
estate of the decedent, fails to exhibit the same upon request of the matter inserted by said amendment insert a comma and 
to the commissioner or any collector or law officer of the United the following: "societies for the prevention of cruelty to child­
States, or his du1y authorized deputy or agent, who desires to ren or animals, or exclusiYely to the benefit of organizations 
examine the same in the performance of his duties under this conducted for the sole purpose of maintaining symphony or­
title, shall tie liable to a penalty of not exceeding lji500, to be chestrns anu receiving substantial support from voluntary con­
recovered, with costs of suit, in a ciYil action in the name of tribution~, none of the profits of '' hich are distributed to mem-
the United States." bers of such organizations"; and the Senate agree to the same. 

And the Senate agree to the same. Amendment numbered 36!): That the House recede from its 
Amendment numbered 292: 'l'hat the House recede from its disagreement to the amendment of the Senate numbered 36!), 

rlisagreement to the amendment of the Senate numbered 292, and agree to the same witll an amendment as follows: In lieu 
and agree to the same with an amendn~'t'nt as follows: In lieu of the matter inserted by said amendment insert" "April 1, 
of the matter inserted by said amendment insert a colon and the 191!)" and a comma; anu the Senate agree to the same. 
following: Amendment numbered 375 : That the House recede from its 

"Provided, That where such water transportation lines are in disagreement to the aiLendment of the Senate numb'ered 375, · 
competition between American ports with foreign water trans- and agree to the same with an amendment as follows: In lieu 
portation lines from adjacent foreign ports, the tax imposed of the matter inserted by said amendment insert the following: 
lmder this subdivision on amounts paid for water transportation ''Automobile trucks aml automobile wagons (including tires, 
between American ports shall not exceed the amount of the imier tubes, parts, and accessories therefor, sold on or in con­
transportation tax to which such foreign water transportation nection therewith or with the sale thereof)" and a comma, anll 
Jines are subjected by their government corresponding to this on page 127, line 7, of the bill , strike out the figure "5" and 
tax." insert the figure '·' 3 "; and the Senate agree to the same. 

And the Senate agree to the same. Amendment numbered 376: That tile House recede from its 
A.rnendment numbered 297: That the House recede from its disagreement to the amendment of the Senate numbered 37~, 

· disagreement to the amendment of the Senate numbered 297, and agree to the same with an amendment as follows: In lieu 
and agree to the same with an amendment as follows: Omit the of the matter stricken out by said amendment insert the follow­
matter inserted by said amendment and restore the matter ing: "Other automobiles and motorcycles (including tires, 
stricken out by said amendment and at the end thereof insert inner h1bes, parts, and accessories therefor, sold on or in con­
the following new paragraph: nection therewith or with the sale thereof), except tractors, 5 

" The tax: shall, witho:It assessment by the coiLmissioner or per cent" and a semicolon ; aml the Senate agree to the same. 
notice from the collector, be due anu payable to the collector Amendment numbered 387: That. the House recede from its 
at the time so fixed for filling the return. If the tax is not paid disagreement to the amendment of the Senate numbered 387, 
.when due, there shall be added as part of the tax a penalty of 5 and agree to the same with an amendment as follows: In lieu 
per cent, together with interest at the rate of 1 per cent for each of the matter inserted . by said amendment insert the figure "5, 
:full month, from the time when the tax: became due." in parentheses ; and the Senate agree to the same. 

And on page 8G, line 19 of the bill, ·strike out "NoYember 1, A.mendment numbered 391: That the House recede from its 
1!)18" and insert "April 1, 1919." disagreement to the amendment cf the _ Senate numbered 391, 

And on l)age 86, line 1G of the bill, insert after "policy " u anll agree to tile same with an amendment as follows:· In lle.u 
colon and the following: of the matter inserted by said. amendment insert the figure " 6 '' 

".A.t1d provided tm·ther, That on nU policies covering life, in parentheses; and the Senate agree to the same. 
health, and accident insurance combined in one policy by which .<\.lllendment numbered 393: That the House recede from its 

- n life is insured not in excess of lj;500, issued on the industrial, disagreement to the amendment of tl.le Senate numbered 393, 
or weekly or monthly payment vlan of insurance, the tax shall and agree to tile same ·with an nmendment as follows: In lieu 
be 40 per cent of the amount of the firs t weekly premium or 20 of the matter inserted by saitl a mentlment insert tile figure "7" 
per cent of the niL-ount of the tir "t mouthly premium, as the case in parentheses ; and the Senate agree to the same. 

· may be." j ~<\..rnendment numbered 3!)3: That the House- recede from its 
And the Senate agree to the same. . . disagreement to the arnendmcut of the Senate numbered 39~, 



2984 CONGRESSIONAL RECOR.D-HOUSE. 

nnu agree to the arne with an amendment a· follows: In lieu 
-of tlle matter inserted by said amendment insert the figure " " 
in parentheses; and the Senate agree to the same. 

Amendment numbered 397: That the House recede from 
its rusagreement to the amendment of the 'Senate numbered 

·397, and agree to the same with an amendment a follows : In 
lien of the matter inserted by said amendmimt insort the figure 
"9 " in parentheses; .and the Senate agree to the . arne. 

Amendment numbet·ed 399: That the House recede from 
its disagreement to the mrumdment of the Senate numbered 
399, and agree to the same with an amendment a· follows: In 
lieu of the matter inserted by said amendment insert the figures 
41 10 " in parentheses ; and the Senate agree to the same. 

Amendment numbered 404: That the House recede from 
its disagreement to the amendment of the Senate numbered 
404, and agree to the same with -an amendment as follows: In 
Heu of the matre1· inserted by said amendment insert the fol­
lowing: "(11) Hunting and .bowie k-nives, 10 per centum ' and 
a semicolon; and the Senate agree to the same. 

Amendment numbered 414: T.hat the House I"eccde from 
its disagreement to the amendment of the Senate numbered 
414, and agree to the smne with :an amendment as follows: In 
lieu of the matter inserted by said amendment in crt " 15 " in 
parentheses; and the Senate agree to the same. 

Amendment numbered 417: That the House recede from 
its disagreement to the amendment of the Sen!lte numbered 
417. o.nd agree to the same with an amendment as follows: In 
lieu of the matter inserted by said amendment insert "1G" in 
parentheses, and the Senate agree to the .same. 

Ame'lldment numbered 418; That the House recede from its 
'disa(Treement to the amendment of the Senate numbered 418, and 
agree to the same with an amendment as follows: On page 129. 
line 13, of the bill strike out the words "weighing or •• and on 
page 129. line 14 of the bill, after the word "centum" insert a 
comma and the following: " and automatic slot-device weighing 
machines, 10 per centum"; and the .Senate agree to the same. 

Amendment numbered 420: That the House recede from its 
disagreement to the amendment of the Senate numbered 420. and 
agree to the same with ·an amendment as follows: In lieu of the 
matter inserted by said amendment insert "17" in parentheses; 
and the Senate agree to the same. 

Amendment numbered 421: That the House receile from its 
disagreement to the amendment of the Senate numbered 421, and 
agree to the same with an amendment as follows : In lieu of the 
1natter inserted by said amendment insert" 18" in parentheses; 
and the Senate agree to the same. 

Amendment numbered 424: That the House recede from it 
disagreement to the amendment of the Senate numbered 424, .and 
agree to the same with .an amendment as follows: In lieu of the 
matter inserted by said amendment inser~ "(19) Articles made 
of fur on the bide or pelt, or of which any .such fur is the com­
ponent material of chief Yaluc, 10 per centtm1" and a semicolon; 
and the .Senate agree to the same. 

Amendment numbered 425 : That the House recede from its 
disagreement to the amendment of the Senate numbered 425, and 
agree to the same with an .amendment as follows: In lieu of. the 
matter inserted by said amendment insert " 20 " in parenthese ; 
.and the Senate agree to the same. 

Amendment numbered 426: That the House recede from its 
disagreement to the anumfunent of the Senate numbered 426, 
and agree to the same with an amendment as follows: In lieu 
of the mutter inserted by said :amendment insert t.he following: 
" not designed for trade, fishing, 01· national defense" ; and the 
Senate agree to the same. 

Amendment numbered 428: That t.he House recede from its 
disagreement to the amendment of the Senute numbered 428, 
nnd agree to the same with an amendment as follows: In lieu 
of the matter inserted by said amendment insert "21" in paren­
theses; and the Senate agree to the same. 

.Amendment numbered 446: That the House recede from its 
uisagreement to the amendment of the. Senate numbered 446, 
and agree to tbe same with an amendment as follows: In lieu 
of t.he matter inserted ·by said amendment insert the following: 
n This section shall -not apply to th~ sale of any such .article to 
an educational institution or public art museum " ; and the 
Senate agree to the same. 

Amendment numbered 4:34: That the House recede from its 
disagreement to the amendment of the Sennte numbered 454, 
and agree to the same with nn amendment n.s follows: In lieu 
of the matter insert d by said amendment insert the following: 
nby or for a dealer or his estate"; and tltc Senate agree to the 
same. 

Amendment numbered 4G7: That the House recede from its 
di ngreement to the amendment of the Senate Ill.unbered 467, 

and agree to the same with an amendm nt as follows: In lieu 
of U1e mutter inserted by said -amendment insert the following: 
"or (2) to any article made of fur on the hide or pelt, or of 
whlcll any such fur is the component m.aterial of chief v-alue" 
nnd a ·COmma; and the Senate agree to the same. 

.Amendment numbered 469: Thnt t.he House recede from its 
di. ·agr ment to the amendment of the Senate numbered 4G9 
and agree to the rune with nn .nmendmrnt as follows : In lieti 
of the matter inserted by saicl runendment in ert H (17) or 
(18)"; and the Senate agree to the same. 

Amendment numbered 474: That the IIonse recede from its 
disagreement to the ame.ndment of the Senate numbered 474., 
and agree to the same WJth an amendment as follow : In lieu 
of the matter in erted by said amendment insert the following: 
"by or for .a dealer or his estate"; and the Senate agree to the 
same. 

Amendment numbered 480: That the Hou e recede from ita 
disagreement to the ame~ment of the Senate numbered 480_, 
and agree to tbe same w1th an amendment as follows: On 
page 180 of the bill, :after line 2 , insert the following: " ( 6) This 
.section shall not apply to any tax imposed by ~ection 906 "; 
and the Senate agree to the same. 

Amendment numbered 484: That the House recede :from its 
nisagreement to the amendment of the Senate numbered 484, 
:and agree to the same with an amendment as follows: In lieu 
of the matter inserted by said amendment insert the following: 
~. by or for a .dealer or his estate "; and the Senate agree to the 
same. 

Amendment numbered 485 : That the House recede f-rom its 
disagreement to the amendment of. the Senate numbered 485, 
and agree to the same with an :amendment as follows: ll1 lieu 
-of the matter in erted by said amendment insert a colon .and 
the following: 

"Provided, That the provisions of this section shall not apply • 
to the sale of Yaccines and bacterines which are not advertised 
to the general Jay public, nor to the sale by a physician in per­
sonal attendance upon a patient of medicinal preparations not 
so advertised." 

And the :Senate agree to the same. 
Amendment numbered 402: That the House recede from jts 

di&'l~rcement to the amendment of the Senate numbered 492, 
a ml agree to the Bame 1\vith an amendment as follows: In lieu 
of the matter inserted by .said amendment insert a pet·iod .and 
tl1e following: ~· The taxes imposed ey this section shall apply to 
mutual insurance companies, and in the case ()f every such do­
mestic company the tax shall be equiYalent to $1 for each 1,000 
of the excess oYer $5,000 of the sum of its surplus or contingent 
J.'esc'r~es maintained .for the general use of the business and any 
reserve · the net additions to which are included in net income 
-under the provisions of Title II, as ~f the close of the preceding 
a-ccounting 'J.)Crlod used by such company for purposes of makin{; 
its income tax return: Provided, That in the case of a foreign 
mutnal insurance company the tax .shall be equiTUlent to $1 for 
('ach $1.000 of the :sa.me -proportion of the sum of such surplus 
.and ;reseryes, which the reserve fund upon business transacte<l 
within the United States is of the total r .escn-e upon all bu iness 
transacted, as of th<' close :of the preceding nccounting period. 
used by such company for purposes of making its income tax 
return"; and the Senate agree to the same. 

Amendment numbered 495: That the House recede from it-; 
disagreement to the amendment of the Senate numbered 495, 

'.ancl agree to the same with an amendment aB follow~: iin lieu of 
the ma:tter inserted by said ;amendment in ert the figures 
•• . 50 " ; nnd the ena te agree to the srune. 

.1llnendment numbered 523: That the House rece<le £rom its -dis­
agreement to the amendment of the -senate numncred 523, and 
agree to the same with an amendment :ns .follows: On page 
129 of the ·bill, t the end of line 14 :md befDre the semicolon 
inserted by Senate amentlment numbered 419, insert tlle fol­
lowing: " in the case of a Yendlng machine, and 10 per c.ent 
of its fair market T'alur in the ca~e of a ·weigWng machine~· ; 
and the Senate agree to the :Same. 

Amendment numbered G26 : That the House ,recede from Us 
disagreement to the runendment of the Senate numbered 52G, 
and agree to tbe same with .an amendment as follow : In 
lieu of the matter inserted by sa id nmendment insert" or before 
July 1 of each year" ; and th Senate agree to the same. 

Amendment rnumbered 535: That t11e House recede from it.c:; 
disagreement to the amendment of the Senate numbered .535, 
and agree to the s::tme \-Vith ru1 amendment as follows: In lieu nf 
the matter inserted by said amendment insert the following: 

"SEC. 1007. That section G of such act of December 17, 1914, 
is hereby amended to read ns follows: 

" 'SEc. G. That the provi ·ions of this act shaH not be C(}n­
s trued to apply to the manufnc.tw.·e, sale, distribution, g~-ying 
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away, dispensing, or possession of preparations nnu remedies 
which do not contain more than 2 grains of opium, or more than 
. one-fourth of a grain of morphine, or more than one-eighth of a 
grain of heroin, or more than 1 grain of codeine, or any salt or 
derivative of any of them in 1 fluid ounce, or, if a solid or semi· 
solid preparation, in 1 avoirdupois ounce; or to liniments, oint· 
ments, or other pi·eparations which are prepared for external 
use only, except liniments, ointments, and other preparations 
.which contain cocaine or any of its salts or alpha or beta eucaine 
:or any of their salts or any synthetic substitute for them: 
.'Provided, That such remedies and preparations are manufa~ 
tured, sold, distributed, given away, dispensed, or possessed as 
medicines and not for the purpose of evading the intentions nnd 
provisions of this act : P·rovided further, '.rhat any manufac­
.turer, producer, compounder, or vendor (including dispensing 
physicians) of the preparations and remedies mentioned in this 
section shall keep a record of all sales, exchanges, or gifts of 
such preparations and remedies in such manner as the Commis. 
sioner of Internal Revenue, with the approval of the Secretary 
of the Treasury, shall direct. Such record shall be preserved 
for a period of two years in such a way as to be readily acces. 
sible to inspection by any officer, agent, or employee of the 
.Treasw·y Department duly authorized for that purpose, and 
the State. Territorial, District, municipal, and insular officers 
named in section 5 of this act, and every such person so posses· 
sing or disposing of such prepa.rations and remedies shall reg· 
ister as required in section 1 of this act, and, if he is not paying 
n tax under this act, he shall pay a special tax of $1 for each 
year, or fractional part thereof, in which he is engaged in such 
occupation, to the collector .of internal revenue of the district 
in which he carries on such occupation as provided in this act. 
The provisions of this act as amended shall not apply to deco­
cainized coca leaves or preparations made therefrom, or to other 
preparations of coca leaves which do not contain cocaine'?' 

d And the Senate agrue to the same. 
.Amendment numbered 542: That the House recede from its 

disagreement to the amendment of the Senate numbered 542, and 
agree to the same with an amendment as follows : In lieu of the 
matter stricken out by said amendment insert a colon and the 
following: "P·rovided, That where a premium is charged for the 
issuance, execution, renewal or continuance of such bond the 
ta...'{ shall be 1 cent on each dollar or fractional part thereof of 
the premium charged: Provirled j-m·ther, That policies of reinsur­
ance shall be exempt from the tax imposed by this subdivision ; " 
and the Senate agree to the same. 

Amendment numbered 544: That the House recede from its 
disagreement to the amendment of the Senate numbered 544, and 
ngree to the same with an amendment as follows: On page 118, 
line 1, of the Senate engrossed amendments strike out " 5 " and 
insert " 3 " ; and on page 85, line 24, of the bill, before the 
comma insert the following . inclosed in parenthesis : " except 
thos:;e taxable under subdivision 15 of Schedule A of Title XI"; 
nnd the Senate agree to the same. 

Amendment numbered 548: That the House recede from its 
disagreement to the amendmeq.t of the Senate numbered 548, and 
agree to the same with an amendment as follows: In lieu of the 
matter inserted by said amendment insert "furniture" and a 
comma ; and the Senate agree to the same. 

Amendment numbered 550: That the House recede from its 
disagreement to the amendment of the Senate numbered 550, and 
agree to the same with an amendment as follows: Omit the mat­
ter inserted by said amendment and on page 173, after line 9 of 
the bill, insert the following : 

" (d) ( 1) There is hereby created a board to be known as the 
•.Advisory Tax Board,' hereinafter called the board, and to be 
composed of not to exceed six members to be appointed by the 
commissioner with the approval. of the Secretary. The board 
shall cease to exist at the expiration of two years after the pas­
sage of this act, or at such earlier time as the commissioner 
with the approval of the Secretary may designate. · 

"Vacancies in the membership of. tte board shall IJe filled in 
the same manner as an original appointment. Any member shall 
be subject to removal by the commissio:1er with the approval of 
the Secretary. The commissioner with the approval of the Sec­
retary shall designate the chairman of the board. Each mem· 
ber shall receive an annual salary of $9,000, payable monthly, 
together with actual necessary e_x:penses when absent from the 
District of Columbia on official business. 

"(2) The commissioner may, and en the request of any tax­
payer directly interested shall, submit !;o the boanl any ques­
tion relating to the interpretation or administration of the in­
come, war-profits or excess-profits tax laws, and the board shall 
report its findings and recommendations to the commissioner. 

"(3) The boaru shall have its office in the Bureau of Internal 
Revenue in the District of ColumiJia. The expenses and salaries 
of members of the board shall be audited, allowed, and paid out 

of appropriations for collecting internal revenue, in the same 
manner as expenses and salaries of employees of the Bureau of 
Internal Revenue are audited, allowed, and paid . 

" ( 4) The board shall haT"e the power to summon witnesses, 
take testimony, admini. ter oaths, and to require any person to 
produce books, papers, documents, or other_ data 1·elating to any; 
matter under investigation by the board. Any member of the 
board may sign subpamas and members and employees of the 
Bureau of Internal Revenue designated to assist the board, 
when authorized by the board, may administer oaths, examine 
witnesses, take testimony, and receive evidence." 

And the Senate agree to the same. 
Amendment numbered 561: That the House recede from its 

disagreement to the amendment of the Senate numbered 561, 
and agr2e to the same with an amendment as follows: On page 
128, line 17, and again on page 12.9, line 7, of the Senate en· 
grossed amendments strike out the word "Titles" and insert 
the word "Title"; and the Senate agree to the same. 

Amendment numbered 569: That the House recede from its 
disagreement to the amendment of the Senate numbered 569, 
and agree to the same with an amendment as follows: In lieu of 
the matter inserted by said amendment insert the following: 

"(c) That the paragraph of section 3689 of the Revised Stat· 
utes, as amended, reading as follows: ' Refunding taxes illegally 
collected (internal revenue): To refund and pay back duties 
erroneously or illegally assessed or collected under the internal· 
revenue laws,' is repealed from and after June 30, 1920; and 
the Secretary of the Treasury shall submit for the fiscal year 
1921, and annually thereafter, an estimate of appropriations to 
refund and pay back duties or taxes erroneously or illegally, 
assessed or collected under the internal-revenue ·laws, and to 
pay judgments, including interest and costs, rendered for taxes 
or penalties erroneously or illegally assessed or collected under 
the internal-revenue la"·s." 

And the Senate agree to the same . 
Amendment numbered 578: That the House recede from its 

disagreement to the amendment of the Senate numbered 578, 
and agree to the same with an amendment as follows: On page 
132, line 11 of the Senate engrossed amendments, after the word 
" States,'' insert the following: " at the instance of the United 
States " ; and the Senate agree to the same. 

Amendment numbered 581 : That the House recede fTom its 
disagreement to the amendment of the Senate numbered 581, 
and agree to the same with an amendment as follows: On page 
133, line 7, of the Senate engrossed amendments, strike out the 
parenthesis, and also in line 8 of said page strike out the paren· 
thesis; and the Senate agree to the same. 

Amendment numbered 59:J : That the House recede from its 
disagreement to the amendment of the Senate numbered 595, 
and agree to the same with an amendment as follows: In lieu 
of the matter inserted by said amendment insert " 1402 " ; 
and the Senate agree to the same. 

Amendment numbered 596: That the House recede from its 
disagreement to the amendment of the Senate numbered 596, 
and agree to the same with an amendment as follows: In lieu 
of the matter inserted IJy said amendment insert "1403"; and 
the Senate agree to the same. 

Amendment numbered 597: That the House recede from its 
disagreement to the amendment of the Senate numbered 597, 
and agree to the same with an amendment as follows: · In lieu 
of the matter inserted by said amendment insert "1404"; and 
the Senate agree to the same. 

Amendment numbered 598: That the House recede from its 
disagreement to the amendment of the Senate numbered 598, 
and agree to the same with an amendment as follows: In lieu 
of the matter inserted by said amendment insert "1405"; and 
the Senate agree to the same. 

Amendment numbered 599 : That the House recede from its 
disagreement to the amendment of the Senate numbered 599, 
and agree to the same with an amendment as follows : In lieu 
of the matter inserted by said amendment insert the following: 

" SEc. 1406. That all persons serving in the military or· naval 
forces of the United States. during the present war who hnve, 
since April 6, 1917, resigned or been discharged under honorable 
conditions (or, in the case of reservists, been placed on inactive 
duty), or who at any time hereafter (but not later than the 
termination of the current enlistment or term of service) in 
the case of the enlisted personnel and female nurses, or within 
one year after the termination of the present war in the case of 
officers, may resign or be discharged under honorable condi· 
tions (or, iri the case of reservists, be placed on inactive duty), 
shall be paid in addition to all other amounts due them in 
pursuance of law, $60 each. 

"This · amount shall not be paid (1) to any person · wllo 
though appointed or inducted into the military or naval forces 
.on .or prior to November 11, 1918, had not reported for duty at 
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!his station on .or .prior to sueh .date; or (2) to any person who 
'has already -recei;ved one month's ·pay under the pron ions -of 
section D of the .act .entitled 'An .act to authorize the President 
m ·increase temp.ora~rily the l\Iilitary Establishment of the United 
.States,' approved May 1.8, 1"917; -or ( 3) to .any person ,who is 
entitled to retired pay; -or ( 4) to tbe heirs or 1egal representa­
:ttves of any person entitled to any 1)ayment un<ler thls section 
-who has died or may <lie before receiving such payment. !In 
the case of any ;person who subsequent to separation from the 
!Sen-ice as above specified 'has been appointed or inducted into 
the military or naval forces of the United States and has been 
or is again separated from the -service as abo\e spedfied, only 
one payment {)f $60 shall be made. 

" The above amount, :in the case {)f separation from tile serv­
ice on :or ·prior to the passage ef thls act, shall be paid as soon 
<as practicable after the passage of this act, an<l in the case of 
:sepa1·ation from the service after the ·passage of this act shall 
be pai(] at tile time of · ueh separation. 

" The amounts :herein provided for shall be paid -out of the 
appropriations for ' pay of the Army ' and ' pay of the N ayy ,' 
re pec:tive1y, by such disbursing officers as may be designated 
by the 'Secretary .of War and the Secretary of the Navy. 

" Tl~e Secret.ary of Wa-r and the Secretary of the Navy re­
,Specti,ely shall ma'ke :all regulations necessary for tho enforce­
ment of th-e provisions <Of this se·ction." 
t And the 'Senate agree to the same. 
· Amendment numbered. 600 : That the House recede from its 
i(ijsagreement to the amendment of the Senate n.umbercd '600, and 
agree to the ame \Vith an -amendment as follow-s: Strike out the 
l3ection number "1408" ln the matter in e1'ted by sa.id amend­
ment ·and insert in lieu thereof the number '-' 1407 "' ; and the 
:Senate agree to the same. 

Amendment numbered ·601: That the House xecooe from its 
(IL.<;agreement to the amendment of the Senatenumbered 601. and 
agree to the same with an amendment as f<>llows : In lieu of the 
matter inserted by said amendment insert the f-ollo~wing: 

•_• SEc. 1408. That every person who ·on or .ftfter April 6, 1917, 
has entered into any .contract, unue-rtaking, or a~reement, with 
the United States. or with rany department, 'bureau, officer, com­
mis~ion, ·board, or ~agency under the United .States or acting in 
its behalf, or with uny other J)erson havlng contract relations 
with the United States, for the performance of any work or the 
supp1ying of ..any materials Ql' property for the 'USe of or for the 
;account of ltlle United States, .shall, within 30 days after a Te­
.quest ·of !the commi sioner therefor, file -with the commissioner 
a true and correct copy of e-very such contract, tmderta1..-:ing, .Q1' · 

agreement. 
" WhoeYer fails to comply with snch Tequest of tl1e commis­

'Sioner shall be guilty of n misdemeanor .and shall be punished 
. by u ftne of not more than $1,000, or by imprisonment for not 

mo1·e tban •one year. or butll. 
"The commissioner shall (when not ·nolnti-vc -of the technical 

'lllHitary o1· naval secrets ·of the Government) haYe access to all 
information 11nd data relating to .any such contract, undertaking, 
(}T ngreement, in the possession, :eontrol or custody of any de­
partment, bureau, board, agency, officer ·or commission of the 
United States. an<l may <'all upon ~my sncb department, bureau, 
board. agenc.Y. officer or :eo-mmission for a full statement and 
de. ·c1~lption af any allowance for amortization, ob ·elescence, :de­
preciati-on or !oss, or of a-ny ~·aluation, appraisal, adjustment or 
'tinal settlement, made in pursuan.ce of any such contract, under­
taking, or agreement." 

And the Senate tUgr.ee to the same. 
Amendment numbered 602: That the House recede from its 

·disagreement to the amendment of the Senate numbered ·602, 
.fl.nd agree to the same with an :amendment as follows~ In lieu 
of the matter inserted by said amenclnlent insert ~~ 1409 3 ' ; nnd 
:the enate agree to the ..,ame. · 

. CLAlJDE KITCHIN, 
RENnY T. RAINEY, 
LI "COLN DIXON, 
.J. ,V, FOIIDNEY, 
J". HAMPTON 1t100RE, 

other pnrpo es, submit the following w1·Hten statement in ex:~ 
planation of the effect of the nction agJI·ced upon by the conferees 
and :recommemle<l in the accompanying .conference report: 

On amendment ·o. 1: Thls amendment is n derieal change; 
and :the Senate xec.edes . 

On amendment No. 2; Tbi amendment is a clerical change; 
.and :the House l'ecedes with an amendment making :a further 
clerical change. · 

On amendment No. 3: This amendment is a clerical change; 
and the House recedes mtb .an .amendment making a further 
clerical cllnnge. / 

On amenclment :ro. 4: This amendment is a clerical cllange; 
-and tile Rouse :recedes. 

The action of the conferees on amendments Nos. 1 to 4, in­
clusiTe, v.ill mnke the term "'person " '>rherever nsed rn the ac~ 
include -p~u·tner hips ::md corporations as well as individuals.; 
and the term "corporation" include a ociations, joint-stock 
companies, an<l insurance companies. 

On amendment No. 5: This amendment defined the term "life 
insurance company" as used jn the Senate life in urance amend­
ments; and the Senate .recede . 

On amendment No. 6: "'he Hou e bill define<l a " Government 
contract."' The Senate struck out this definition. The House 
recedes with an amendment restoring the House d-efinition and 
providing that the term "Government contract or .contracts 
ma-de between Aprll 6, 1917, and November ll, 1918, both dntes 
inclusive,'" when applied to certain Go>ernment contracts u in­
cludes all such contracts which. although entered into <lu-riug 
such period, w·ere originally not enforceable, but whicb havebec.n 
or may become enforceable by reason of subsequent validation in 
pursuance of law." 

On amendment No. 7: This amendment defines the term "mlfi· 
tary or naval forces of the United States"; and the House 
recedes. 

On amendment No. 8: This amendment provides that wher­
-ever in the act the term "present war" is used it shall mean 
the "-' ar in wbich the United States is now engaged against the 
German Government; and the House recedes. 

On .amendment 'No. 9: This amendment pr.ovides that for the 
purposes of tbis a-ct the date of the termination of the present 
war shall be fixed by proclamation of the Pr ident ; and the 
Hou e recedes. 

On .amendment No. 10: This nmendment is a clerical change; 
and the Senate recedes . 

On amendment No. 11: This amendment defines the term 
.... pe~·onal .service .corporation H to mean a corporation whose 
jncome is to be ascribed primarily to tbe activities of tbe -prin­
·clpal ,owners or stockbolders, who a1-:e tllemsel\es regularly en­
gaged in the active conduct of the affairs of the corporation 
and in which capital (whether invested .or botTowed) is :nat 
a material income producing factoJ•. The Honse recedes wit'b 
an amendment proViding that the term ~·personal service cor­
poration" sqall not include a forcign corporation nor any ~or­
poration 50 per cent or more of whose gro income <!OUSISts 
either U) of ga'ins, profits, or income derhed from trading as a 
principal, or (2) gains, profits, commissions, or income, ueTi-v~ 
from a Go\ernment contract or contracts made between Apnl 
G 1911 .. .and November 11, 1918, both dates indnslve. 
'On amendment No. 1.2; This amendment struck out the defini· 

:tlon of tbe :term "dividend" as it appeared in the House b1ll; 
and the House :recedes. 

On amendment No. 13: This amendment provide that the 
terms "paid or incurred" .and "paid or accrued "· when u~ed 
in the income-tax title shall be construed according to tile 
method of aecmmting upon the ·basis of which the net income 
is computed under action 212; and tbe House t·ecedes ffith an 
amendment defining the word " paid " when used for the pur-
pose of computing the deductions and creilits . 

Mana.gers an the part of the House. 
F. M. SI:hnlONS, 

:fOHN SHARP WILLIA1\IS, 
HoKE SMITH. 
BoTES PENRosE, 
H. c. LoDGE, 

On amendment No. 14: : Thls n.men<lment defines tbe term 
" dh·idends." r.rhe· Rouse recedes with an .umen<lment effec!.ln~ 
c1erkal changes and providing that if any stock dividend is 
recei\ed by a tnA.-pay.er between January 1 and No>ember 1, 
1918 m· is durin<>' ~h period bona fide authorized or <leclare!1, 

· and 'entere<l on llie books .of tlle corporation, and is receiveil 
' aftet· No\ember 1, 1::918, :and before the expiration of 30 days 

after the passage of this act, then such dividend .shall be 
taxed to the recipient at the rates prescribed by law "for the 
y.ears in which the corporation accumulated the earnings or 

ManagC<rs on the part ot the Senate. 
· profits from which .such dividend was 11ai<l; noll .declaring thut 

STATEMENT. 

The managers on the part of the House at the .conferenre on 
the disagreeing .votes :of the two Houses _on the amendments {)f 
the ·Senate to the bill (H. RA ~2863) to ;provide :reveime, iRnd :iiU' 

. any distribution made dm·ing the first GO <ln.rs of nny taxa:bJo 
year shall be deemeu to haYe been made from earnings Ol' 

profits accumulated dming preceding taxable years, but that 
any distribution made during tile remainder of the taxable 
year shall be deemed to have lJeen made from earnings accuwu­
lated between the close of the preceding taxable .;rea1· and t.l:la 
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date of distribution, to the extent of such earnings or profits. On amendment No. 29: This amendment is a clerical change; 
With the exception of the aforementioned changes .and the and the House recedes. 
modification of the amendment to cove1· the case of the personal On amendment No. 30: The House bill levied a normal income 
service corporation the uivi<lend definition in practical effect tax of 12 per cent upon the amount of the net income in excess of · 
is the same as the definition in the House bill. The House bill the credits provided in section 216, but provided that the tax 

.. taxed all divi<lends recei>e<l by the taxpaye,r at the rates in upon the first $4,000 of such excess amount in the case of a citi· 
effect in the year in which the dividend was received. · zen or resident of the United States should be 6 per cent. 'l'he 

On amendments Nos. 15, 1.6, 17, 18, 19, an<l 20: These amend- Senate bill provided the same rates for the calendar year 1918, 
ments are clerical changes; and the House recedes. but provided that the normal income tax for each calendar year 

On amendment No. 21: The Senate amendment provided that thereafter shall be 8 per cent of the amount of the net income 
no gain or loss shall be deemed to occur from the excl1ange in excess of the credits provided in section 216, except that in 
:when-in connection with the reorganization, merger, o.r .consoli- the case of a citizen or resident of the United States the tax 
dation of a corporation-a person receives in place of securities shall be 4 per cent upon the first $4,000 of such excess amount; 
owned by him new secmities of no greater aggregate par or and the House recedes. 
face value, "or when a person or per&Qns owning property On amendment No. 31: This amendment is a clerical change; 
receive in exchange for such property stock of a corporation and the House recedes. 
formed to take ove1· such property." This amendment also On amendment No. 32 .: The following table shows the House 
provides that when property is exchanged for other property, and Senate surtax rates: 

Rate. 
the property received in exchange shall, for the purpose of de­
termining gain or loss, be treated as the equivalent of cash 
to the amount of its fair market >alue. The House recedes 
with an amendment striking out the clause relating to corpora- Eortaxbracketupontbeamountofthenetincomeinexcessor- I 
tions formed to take over the property of individuals and add- House. _senate. 
ing a provision that when-in the case of any reorganization, 
merger, or consolidation-the aggregate par or face of the 
securities received is in excess of the aggregate par or face 
. value of the securities exchanged, the amount of such excess 
shall be treated as a gain to the extent that the fair market 
.value of the new securities is greater than the cost of the 
securities exchanged (or their value on March 1, 1913, if 
acquired prior to that date). 

On amendment No. 22: This amendment is a change in section 
number; and the House recedes. 

On amendment No. 23: This amendment is a clerical change; 
nud the House recedes. 

On amendment No. 24: This amendment provi<les that inven­
tories for the purpose of determining net income und~r the 
income-tax title shall be taken upon the basis determined by tho 
Commissioner of Internal Revenue as conforming as nearly as 
may be to the best accounting practice in the trade or business ; 
and the House recedes. 

On amendment No. 25: This amendment is a clerical change; 
nnd the House recedes. · 

On amendment No. 26: This amendment provides for the de­
duction of net losses sustained during one taxable year from the 
net income of the taxpayers for the preceding or succeeding tax­
able years. The House recedes with amendments 'making clerical 
changes and confining the application of this section to net 
losses sustained during taxable years beginning after October 31, 
1918, and ending prior to January 1, 1920. 

On amendment No. 27: The Senate bill struck out section 239 
of the House bill (which dealt with the computation of income 
taxes for the fiscal yeru· 1917-18) and inserted as section 205 a 
general provision dealing with the computation of the income 
tax for any fiscal year ending during a calendar year for which 
the rates of tax differ from those of the preceding calendar year. 
The House, as a necessary result of its action under amendment 
285, recedes with an amendment providing that the tax for a 
fiscal year beginning in 1917 a.nd ending in 1918 shall be the sum 
of (1) the same proportion of a tax for the entire period com­
puted. tmder Title I of the revenue act of 1916 as amended by the 
revenue act of 1917, and under Title I of the revenye act of 1917, 
which the portion of such period falling within the calendar 
year 1917 is of the entire period, and (2) the same proportion 
of the· tax for the entire period computed under this title at the 
rates for the calendar year 1918 which the portion of such period 
falling within the calendar year 1918 is of the entire period. .A. 
similar method is also provided for fiscal years beginning in 1918 
and ending in 1919. 

On amendment No. 28: This amendment provides that when­
ever parts of a t~-payer's income are subject to rates for d.Uier­
ent calendar yeru·s the part subject to the rates for the most 
recent calendar year shall be placed in the lower brackets, the 
part subject to the rates for the next preceding calendar year 
shall be placed in the next higher brackets, and so on until the 
entire net income has been accounted for. The House recedes 
:with an amendment striking out the reference to any personal 
exemption or other specific exemption contained in the Senate 
bill, and providing that in determining the income any deduc­
tions, exemptions, or credits of a kind not plainly and properly 
chargeable against the income taxable at rates for a preceding 
year shall first be applied against t}le income subject to rates 
for the most recent calendar year, but that any balance thereof 
shall be applied against the income subject to the rates of the 
next preceding year or years until fully allowed. 

f5,000 and not in excess of$6,000 ••••••••••••••••••••••••••••••• 
16,000 and not in excess of $7,500 ..•••••.•.•••••.•••••.•.•.•.••• 
17,500 and not in excess of$8,000 ..•••••••••••••••••••••• ···-··. 
18,000 and not in excess ofSlD,OOO .•••.•.•.•.•.••••••••••••••••• 
$10,000 and not in excess of 312,000 ............................ . 
112,000 and not in excess of $14,000 .••••••••••••••.••••••••••••• 
514,000 and not in excess of ru,ooo ...... ··-· ....•.•••.....•.... 
U5,000 and not in excess or Sl6,0JO ..•••.•••••••••••••••• ·-····· 
$16,000 and not in excess or $18,000 •.•••••••••••••••••••••••••.• 
U8,000 and not in excess of 520,000 ..• ~ •.•••.•.•••••.•••••.••••. 
120,000 and not in excess or S22,()();) .• _ .•••••••..•••••••••.•••••• 
S22,000 and not in excess oUZ!,OOO .••••.•••••••.•••••.••••••• .• 
$24,000 and not in excess or S26,()0i) •.•.•••• _ ••••• -· •••••••••••.• 
~26,000 and not in excess of S28,000 .••••.•••••••••••.•• -· •••.••• 
$28,000 and not in excess of $30,000.: •••.•.•••••••••••.••••••••• 
~30,000 and not in excess of $32,000 •.•.•• ··-~ •••••••••••••••.••• 
~32,000 and not in excess or $34,000 ..•••.•.•.•.••••••..•.•.•••.• 
$34,000 and not in excess of $35,(}:>{) .••••.•••.•.•.•• _ .•••.•.••••• 
~36,000 and not in excess or $38,000 •.•••.•••••••••••.•••••••••.• 
t38,000 and not in excess of $40,000 ..•••••.•••.•••••••.••••••••• 
84.0,000 and not in excess or $42,000 ..•••.•.•.•.•••.•...•.•.•••.• 
S42,000 and not in excess of $44,000 ..•••••••.•.•.•.....•.•...•.• 
$44,000 and not in excess or $46,.000 .••••••••.•.•.•.•.•••.•.•.•.• 
146,000 and not in excess of $48,()()() ..•.•.•.•.•.•.•••••••••.•••.• 
t48,000 and not in excess of i50,000 ..•.•••...•.•.•.•.•.•••.•••.• 
f50,000 and not in excess of S52,roJ .••••.•.•.•.•.•.•.•.•.......• 
152,000 and not in excess. or $5!,0{}::1 ..•••.•.•.•.•••.•.•••.•.••••• 
t54,000 and not in excess of $55,@J .•...•.•...••....•.•.•.••.•.. 
f56,000 and not in excess of S58,00J ..•.•.•...•...•.•.•••••.•.•.. 
'58,000 and not in excess of S(i,J,O;}O ..•...•.•.•.•.•.•••.•.•••••.• 
$60,000 and not in excess of $62,00J ....•.•.•.•.•••.....•••••••.. 
$62,000-and not in excess of S5t,OOJ ..•...•..•..•.•••••••.•••••.• 
$64,000 and not in excess oi S66,Chl:l ..•.•.•...•••.•••••.•.•...•.. 
$66,000 an:l. not in excess of 68,00J ..•.•.•...•...•.•.•••.•••.•.. 
:68,000 and not in excess of $70,00J ..•.•.•.• , •...•..••.•••••.•.. 

70,000 and not in excess of 72,00J ..•.....•.•.••••..•..••••.•• 
$72,000 and not in excess of 74,0:>\l ..•.•.•.•.•••.•.•.•••.•.•.•.. 
$74,000 and not in excess of S7d,roJ ..•...•.•.•...•.•.•.•.....•.. 
S76,000an1 not in excess of 78,000 ..•.•.• ···········-···· .•.••• 
678,000 an:l. not in exca:;s of $SO,OOJ ..•••.•••••.•••••••.•••.•••.• 
SSO,OOO an:l not in exces3 of SS2,0JJ ..•••••.•.•..••.•••.•...•.... 
$82,000 an:l not in excess of !,OOJ ..•••.•.•••...•.•.•.•.•.••... 
S84,000 an:l. not in excess of ~6,00) ..•.•.•.•.•.•.•.•••••••.•.••. 
$86,000 and not in excess·of 588,003 ..•••.•.•.•••••••••••••.••••• 
S88,000 an:l not in excess of $90,0::13 ..•.•.•.•.•..•••..•••.•••.••. 
$90,000 un:l not in excess of S92,003 .••.•.•.•...•••••••••••••.•.. 
$92,000 an:l not in excess of 394,003 ..•.•••.•.....•••.•••.••••••• 
94,000 and not in excess of $93,00J ..••••• -~ .•.•••..••.•.••••••• 

$96,000 and not in excess of $98,003 ..•••••••.•••.•.•••••.•.••••• 
$98,000 and not in eices.> of SlOJ,OOJ .•••••.•••••••••••••••.••••• 
$100,000 and not in excess of $1.'>0,003 ..•••.•.•••••••••.•.••••••• 
$150,000 and not in excess of $200,0JJ ..•.•.•.•.•••...•.••..•••.• 
~200,000 and not in excess of $30:!,00;} ..•••.•• : .• : •.•••.•••••.••• 
300,000 and not in excess of $SOO,OGJ ..•.•.•••••.•••.•.•.•.••••. 
~1200 and not in excess of Sl,.~~.?.<003 .•....•••.•.•••.•.•••.••• 
$1,uuu,ooo and not in excess of .,o,uuo,ooo .••.•••.•.•.•.•.•.•.... 
55,000,000 .•••••••••••••••••••••••••••••••••••••••••••••••••••.. 

The House recedes. 

Per ct'Tit. 
2 
2 
3 
3 
7 
7 
7 

10 
10 
10 
15 
1.5 
15 
15 
1.5 
20 
20 
20 
20 
20 
25 
25 
25 
25 
25 
32 
32 
32 
32 
32 
38 

· 38 
38 
38 
38 
42 
42 
42 
42 
42 
46 
46 
46 
46 
4G 
48 
48 
48 
48 
48 
50 
50 
52 
54 
58 
60 
65 

PeT> cent. 
1 
2 
2 
3 
4: 
l) 

6 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
25 
26 
26 
Zl 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
43 
62 
56 
60 
63 
IH 
65 
65 

On amendment No. 33: This amendment provides that in the 
case of a bona fi<le sale of mines, oil, or gas wells, or any in­
terest therein, where the principal value of the property has 
been demonstrated by prospecting or exploration and discovery 
work done by the taxpayer, the portion of the surtax ath·ibutable 
to such sales shall not exceed 20 per cent of the selling price of 
such property or interest; and the House recedes. 

On amendment No. 34: This amendment is a clerical change; 
and the House recedes. 

On amendment No. 35: This amendment is a clerical change; . 
and the Senate recedes. 

On amendment No. 36: The Honse bill specifically provided 
that the term "gross income" should include the salaries of the 
President of the United States, the judges of the Supreme and 
inferior com·ts of the United States, and all other officers and 
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employees, whether elected or appointed, of the United States 
or of any State, Alaska, Hawaii, or any political subdivision 
thereof, or the District of Columbia. The Senate bill s~ruck out 

· this provision. · The House reeedes with an amendment making 
the salaries of the President of the .United States, the judges of 
the Supreme and inferior courts of the United States, and all 
other officers and employees of the United States, Alaska, Hawaii, 
or any political subdivision thereof, or the District of Columbin, 
subject to the income tax:. 

On amendment No. 37: This amendment is a clerical change; 
and the Senate recedes. 

On amendment No. 38: The House bill provided that gross 
income for the purpose of the income tax should not include the 
proceeds of life insurance policies paid upon the death of the 
insured to individual beneficiaries or to the estate of the in­
sured. The Senate bill broadened this provision by providing 
that gross income should not include the proceeds of life insur­
ance policies paid upon the death of the insured; nnd the Senate 
-recedes. · 

On amendment No. 39: The House bill proposed to make the 
interest from certain State and municipal bonds subject to the 
surtax. The Senate in this amendment struck out the provision, 
thereby making all the interest from State and municipal bonds 
exempt from income taxes ; and the House recedes. 

On amendment No. 40: This amendment made the interest 
from bonds issued by the War Finance Corporation exempt ex­
cept as otherwise provided under amendment No. 41. The House 
recedes with an amendment providing that every person owning 
any tax-free securities shall submit in Ws income-tax return a 
statement showing the number and· amount of such obligations 
owned by him, and the income received therefrom. 

On amendment No. 41: This amepdment provides that the in­
terest from bonds issued by the War Finance Corporation shall 
be exempt from income tax only to the extent provided in the 
war-finance corporation act; and the House recedes. 

On amendments Nos. 42, 43, and 44: These amendments are 
clerical changes ; and the House recedes. 

On amendment No. 45: The House bill provided that gross in­
come for the purpose of the income tax does not include income 1 

accruing to the Government of the Philippine Islands or Porto 
Rico, or any political subdivision thereof. The Senate bill ex­
tended this exemption to include Porto Rico, the Philippine 
Islands, and all other possessions of the United States, and any 
political subdivisions thereof; and the House recedes. 

On amendments Nos. 46, 47, 48, and 49: These amendments nr9 
clerical changes; and the House recedes. 

On amendment No. 50: This amendment is a clerical change; 
and the Senate recedes. 

On amendment No. 51: This amendment limits the exemption 
from income tax of the income from the United States of . per­
sons in the military or naval forces to the period of the present 
war ; and the Honse recedes. 

On amendment No. 52: Tbis amendment limits the exemption 
from income tax of salaries of per~ons in .the military or 
naval service to those in active service; and the Honse recedes. 

On amendment No. 53 : ·The House bill limited the exemption 
of the salaries of those in the military and naval forces from 
income tax to those serving abroad or at sea. The Senate 
change in this limitation has been explained in amendment No. 
52 ; and the House .recedes. 

On amendment No. 54: The House bill limited the exemption 
from income tax of the income from the United States of per­
sons in the military or naval forces to so much of the income 
as <lid not exceed $3,500. The Senate bill e1iminated this limit; 
and the Senate recedes. 

On amendment No. 55: This amendment provides that in the 
case of a device which a taxpayer has invented and which bas 
been accepted by the War and Navy Departments since April 
6, 1917, for use in the present war and which has been put 
into actual use as a basis for successful major operation by 
the United States Government in the war, and that if the Sec­
retary of War or the Secretary of the Navy shall so certify 
to the ·secretary of the Treasury, no tax shall be imposed for 
the year 1918 on the royalties received or any amount received 
in lieu of royalties by the taxpayer for the use of such devices; 
awl the Senate recedes. 

On amendment No. 56: This amendment is a clerical change; 
aml the House recedes. 

On amendment No. 57: This amendment provides that in the 
· case of nonresident alien individuals gross income includes all 

amounts received . (although paid under a contract for the sale 
of ~oocls or otherwise) representing profits on the manufacture 
and disposition of goods within the United States; and the 
House recedes. 

On amendments Nos. 58 and 59: The House bill provided that 
one of the deductions in computing net income should be pay­
ments required to be made as a condition to the continued use 
or possession for purpose of the trade or business of property 
to which the taxpayer has not taken or is not taking title or in 
which be has no equity. The Senate amendment broadened this • 
provision by providing that the deduction should be of payments 
required to be made as a condition to the continued use or pos­
session of property for purposes of the trade or business ; and 
the Senate recedes. 

On amendment No. 60: This amendment provides that interest 
paid or accrued on indebtedness incurred or continued to pur­
chase or carry obligations or securities (other than obligations 
of the United States issued after Sept. 24, 1917), the interest 
u.pon which is wholly exempt from taxation under the income 
tax title as income to the taxpayer, shaH not be allowed as a 
deduction in computing net income; and the House recedes. 

On amendment No. 61: In the case of a nonresident alien in­
dividual, the House bill limited the interest deduction to in­
terest paid during the taxable year. The Senate amendment 
extended the deduction to interest accrued during the taxable 
year ; and the House recedes. 

On amendment No. 62 : This amendment authorizes a deduc­
tion in computing net income for taxes assessed against ·local 
benefits when such benefits are not " of a kind tending to in­
crease the value of the property assessed " ; and the Honse 
recedes. 

On amendment No. 63: This amendment ·authorizes, in the 
case of a nonresident alien individual, a deduction for certain 
taxes imposed by the authority of any foreign country upon 
property or business, to the extent that the income from such 
property or business is subject to taxation under this title; and 
the House recedes with on amendment making clerical changes. 

On amendment No. 64: '.rhe House bill required a loss to be 
sustained and charged off during the taxable year before it 
could be allowed as a deduction in computing net income. The 
Senate bill only required the loss to be sustained during the tax­
able year; and the House recedes. 

On amendment No. 65: The Honse bill provided that in deter­
mining net income a reasonable allowance should be made for 
exhaustion, wear, and tear of property used in the trade or 
business. The Senate bill provided that a reasonable allow­
ance should be made in computing net income for the (lepre­
ciation of property used in the trade or business. The Honse 
recedes with an amendment providing that in computing net in~ 
come a reasonabe allowance should be maue for the ex:ba ustion, 
wear, and tear of property used in the trade or business, includ­
ing a reasonable allowance for obsolescence. 

On amendment No. 66: The House bill provided that n nun­
resident alien individual should be entitled to deduct in com­
puting net income a reasonable allowance for the exhausUon, 
wear, and tear of property used in the trade or business within 
the United States. The Senate bill permitted a nonresident 
alien individual to avail himself of the deduction for exhaus­
tion, wear, tear, and obsolescence to the extent that they arc 
connected with (taxable) income arising from sources within 
the United States; anrl the House recedes. 

On amendment No. 67: This amendment exteaded the amorti­
zation provision to vessels constructed or acquired on or after 
Apl'il 6, 1917, for · the transportation of articles or men con­
tributing to the prosecution of the present wai·; and the House 
recedes. 

On amendment No. 68: The House bill made tbe amortization 
deduction discretionary; the Senate bill makes it compulsory; 
and the House recedes. 

On amendment No. 69: This amendment is a clerical change; 
and the House recedes. 

On amendment No. 70: The House bill provjded that the 
amortization deduction should not include amounts otherwise 
allowed under the income-tax title for depreciation, exhaustion, 
or wear and tear. The Senate amendment provides that the 
amortization deduction shall not include any amount otherwise 
allowed under the income-tax title or previous acts of Congress 
as a deduction in ,computlng net income; and the House recedes. 

On amendments Nos. 71, 72, 73, 74, and 75: Tilese amendments 
are clerical changes; and the House recedes. 

On amendment No. 76: The House bill limited the deduction 
for "amortization" by providing that in the case of a non­
resident alien individual "this deduction shall be allowed only 
as to facilities within the United States," and that in no case 
shall the deduction for "amortization" exceed 25 per cent 
of the taxpayer's net · income as computed without tlw hPnefit 
of sucli deduction. The Senate nmendment strikes out the 
above limitations; and the House recedes. 
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On amendment No. ·7-7: This amendment authorizes a reason- ships. The House recedes with an amendment making minor 

nbie allowance for the depletion of oil and gas wells in place of clerical changes. 
n similar allowance " for actual reduction in flow and produc- On amendment No. 93: This amendment provides for the tax­
tion " as authorized by the House bill and adds a proviso " thnt ation of " income collected by a guardian of an infant to be 
in the case of mines, oil and gas wells, discovered by the tax- held o1· distributed as the court may direct "-a class of income 
payer, on or afterr 1\iarcb 1, 1913, and not acqUired as the result whose status under the House bill was uncertain; and the 
.of purchase of a proven tract or Tease, where the fair market House recedes . 
. value of the property is materially disproportionate to the costr On amendment No. 94: This amendment allows, in t~e case 
the. depletion allowance shall be oased upon the fair market of estates and trusts, a deduction for amounts which, pursuant 
value of the property at the date of the discovery, OJ." within 12- to the terms o~ the will or deed c1·eating the trust, are paid to 
months thereafter/' The House recedes: with an amendment or permanently set aside for religious, charitable, scientific, or 
changing the valuation pet·iod· from: 12 mouths to 30 days; educational purposes, or for the. prevention of cruelty to chil· 

On amendments Nos. 78 and 79: These amendments are- dren or- animals; and the. House recedes with amendments mak-
clerical changes ; and the House recedes. ing clerical changes and confining the deductions to amounts 

On amendment No. 80: This amendment provides that if it contributed to or permanently set aside for governmental pur· 
is shown to the satisfaction of the commissioner that during; poses or corporations organized and operated exclusively for 
the: taxable yeru·s 1919· and 1920 the taxpayers (a) has for the religious, charitable, scientific, or educational purposes, or for 
first time ascertained the amount of a loss sustained. during the the prevention of cruelty to children or animals, no part of the 
preceding_ tax-able year and not deducted from the gross income net earnings of which inures to the benefit of any private stock­
therefor, or (b) has sustained a substantial loss (whether or holder or indi-vidual. 
not actually realized by sale or· other disposition:), resulting h 'd h t · d te 
from any material t·eduction (not due to temporary fluctuation) On amendment No. 95: T is amendment proVl est a 1ll e r-

mining the net income of the estate of any deceased person 
of the. value. of the. inventory for the preceding taxable year, during the period of administration there may be deducted! tile 
then the amount of such loss shall be deducted from the net 
income for such preceding taxable year,. and the income taxes amount of any incotn.e properly paid or credited to any Iegatee, 
for such year shall be redetermined accordingly. The House· heir, or other beneficiary; and the House recedes with a clerical 
recedes with amendments (1) limiting the allowance ror losses change. . 
sustained during tbe taxable yeru· to losses resulting from the On amendment No. 9G: This amendment provides that any in­
actual payment of rebates on sales of the previous year in pur- come of an estate during the period of administration or settle­
suance of contracts made during such year; (2) limiting the ment permitted to be deducted from the net income upon which 
deduction for falling inventories to the taxable yenr 1919 ; and tax is to be paid by the fiduciary shall be accounted for by the · 
{3) pe~-mitting the taxpayer to take advantage of this deduction heneficiai'Y; and the House recedes with a clerical amendment. 
nt the time of making his return by. filing a claim in abatement On amendments Nos. 97, 98, 99, 100, and 101 ~ These amend­
necompanied with a bond in double the amount of the ta.x ments a1·e. clerical changes; and the House recedes . 
. covere4 by the claim. On amendment No. 102:. Tills amendment eliminates the ne-

On amendment N.o. 81: This: runendment is a clerical change; cessity of proving fraud when earnings of a corporation are 
and tile House recedes with an amendment making a further allowed to accumulate for the. purpose of preventing the impo· 
clerical change. . sition of the SUl'tax upon tile stockholders or members; ancl the 

On amendment No. 82: Nonresident alien individuals, by the House recedes. 
Bouse bill, were authorized to deduct certain expenses " only On amendments Nos. 103 and 104:. These amendments are 
if and to the extent that they ru·e connected with a trade or clerical changes ; and the House recedes. 
business carried on within the United States." Thfs amend~ On amendment No. 105: This amendment provides that, when 
me.nt authorizes such deductions to be made if and to the the Commissioner of Internal Revenue certifies that an accumu­
extent that they are connected with "income arising from a lation of profits is, in his opinion, to enable the stockholders of 
source within the United States " ; and the House recedes. . a corporation to avoid payment of the surtaxesr such corporation 

On amendment No. 83: This amendment is a clerical change shall not be subject to the corporation income tax or the excess 
made necessary by amendment No. 82; and the House recedes. or war profits taxesr but that the stockholders shall be subject 

On amendments Nos. 84 and 85: Under· the House bill a tax· to taxation in the same manner as in the case of stockholders of 
payer would . not be permitted to deduct in computing net in- a personal service corporation. The House recedes from its dis· 
come premiums paid on group insurance policies for the bene- agreement to· this amendment with an amendment adopting the 
fit of employees. Under the Senate bill such premium will be Senate amendment, but providing that in case a corporation is 
an allowable deduction. The House bill provided that pre- taxed on the basis of this amerrdment in the manner provided 
miums paid on any life insurance policy covering the life of for personal service corporations, it shall also be subject to 
any officer or employee, of any person financially interested in the excess or war profits taxes. 
any trade or business carried on by the taxpayer shall not be On amendments Nos. 106, 107, 108, 109, and 110 : These 
allowed as a deduction when the taxpayer or anyone financially amendments are clerical changes; and the House recedes. 
interested in such trade or business is a beneficiary under such . On amendment No. 111: This amendment provides that the 
policy. The Senate amendment provides that in the case of Commissioner of Internal Revenue instead of the Secretary of 
~uch policies the premiums shall not be allowed as a deduction the Treasury shall certify the cases in which, in his opinion, the 
wh~n the taxpayer is directly or indirectly a beneficiary under accumulation of earnings is unreasonable for the purpose of the 
such policy ; and the House recedes. business ; and the House recedes . 
. On amendment No. 86: This amendment provides that for On amendment No. 112: This amendment is a clerical change 
the purpose of computing the normal tax, the amount received due to the method of taxing insurance under section 504 of the 
ns dividends from insurance companies taxable under section Senate bill ; and the Senate recedes. . 
504, and amounts received as dividends from personal service On amendment No. 113: In the case of income tax withheld at 
corporations out of earnings or profits upon which income tax the source the tax in the House bill was at the rate of ~. per 
has been imposed by act of Congress shall be allowed as cred- cent. The Senate reduced the rate to 8 per cent to comply with 
.its; and the House recedes with an amendment striking out the normal income-tax rate after 1918 in the case of citizens or 
the .reference to insurance companies taxable under section 504 residents of the United States; and the House recedes. 
of the Senate bill. . On amendment No. 114: In the case of many American securi· 

On amendment No. 87: This amendment complies 'vith the ties taken over and held by foreign Governments the owners of 
terms of the War Finance Corporation act by providing that the securities are unknown to the withholding agent. This 
the interest from the bonds issued by the War Finance Cor- amendment provides that the Commissioner of Internal JWv­
poration shall not be subject to the normnl income. tax; and the enue may authorize the tax to be deducted and withheld from 
House recedes. the interest lJl)On any securities the owners of which are not 

On amendment No. 88: This amendment is a clerical change known to the. withholding agent; and the House recedes. 
to carry out the policy of exemppng the interest from State On amendment No. 115: This amendment provides that in the 
and municipal bonds from income tax; and the House recedes. case of tax-free-covenant obligations in which the inter~st is 

On amendments Nos. 89, 90, and 91: These amendments are payable to a partnership the obligor shall withhold a tax equal 
clerical changes; and the House recedes. to 2 per cent the same as in the case of interest from such obli-

On amendment No. 92: This amendment provides that per- gations payable to individuals; and the House recedes. . 
sonal-service corporations shall..not be subject to taxation under On amendment No. 116,: This amendment is the same as 
the income tax title, but that the individua.J, stockholders thet·eof amendment No. 114, except that in this case it applies to tax:­
shall be taxed in the same manner as the membe~·s of partner- free-covenant obligations; and the House recedes. 
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On amendment No. 117: This amcn<lment is a clerical change; railway control act five-sixths of the corporation income .tax 

and the House recedes. for 1918 and four-fifths of the tax for each calendar year there- . 
On amen<lment No. 118: The House bill provided that a citi- after shall be treated as levied by an act in nmendment of Title . 

zen of the United States might credit against his income tax I of the revenue act of 1917. · 
the nmount of nny income, war-profits, and excess-profits taxes On amendment No. 130: Thjs amendment ad<ls to the list of 
paid to any foreign country, Porto_ Rico, or the Philippine corporntions exempt from income tax corporations orgapized 
Islands upon income derived from sources therein and allowed_ and operated exclusively for the prevention of cruelty to child­
a similar credit to an alien resident if his country makes recip- ren or animals, no part of the net earnings of which inures to 
rocal provisions. The Senate amendment entirely rewrites the the benefit of any private stockholder or individual; and the 
section and broadens it to include a credit for taxes paid to any House recedes. . 
possession of the United States, which is also to be given to 'an On nmendment No. 131: The House bill exempted from in­
alien resident of the United States. The House recedes with an come tax certain farmers', fruit growers', and like associations. 
amendment providing that if any deduction is allowed for taxes The Senate amendment extends the exemption to cover coopera­
accrued in any possession or foreign country, the commissioner tive societies but restricts the deductions heretofore allowed to 
may require the taxpayer to give a surety bond providing for associations or so<;_ieties of this class which sell for or to non­
the payment of any tax found to be due the Government ~n case members; and the Senate recedes. 
too great a deduction shall be allowed for accrued taxes in our On amendment No. 132: This amendment strikes joint stock . 
possessions or any foreign country. The amendment as agreed land banks out of the list of corporations exempt froL:l income 
to also provides that if such a,ccrued taxes w~en pai<l differ tax. It also includes personal-service corporations among the . 
from the amounts claimed as credits by the taxpayer, or if the corporations exempt from the corporation income tax, Senate 
tax paid is refunded in whole or in part, · the taxpayer shall amendment numbered 92 having made the stockholders of : a 
notify the Commissioner of Internal Revenue, who shall rede- personal-service corporation individually liable to income taxes 
termine the amount of the tax due, and the amount of the tax in the same manner as members of a partnership ; and the House 
due shall be paid by the taxpayer, or the amount of the tax recedes. 
overpaid shall be credited or . refunded to the taxpayer. On amendments Nos. 133 and 134: These amendments are cler-

On amendment No. 119: This amendment is a clerical change; ical changes; and the House recedes. 
and the House recedes. On amendment No. 135: The House bill provided that in com-

On amendments Nos. 120 and 121: The House bill required puting the gross income of life insurance companies there should 
every person having a 1iet ·income for the taxable year of $1,000 not be includea such portion of any premium received "within 
or over if single or if married and not living with husband or the taxable year " as is paid back or credited to or treated as an 
wife, or of $2,000 or over if married and living with husband abatement of premium within the taxable year; and also pro­
or wife, to file an income-tax return. The Senate bill required vided a rule for computing gross income in the case of mutual 
income-tax returns from individuals having a gross income of marine insurance companies. The Senate amendment strikes 
$1,000 or over if single_ or if married and not living with hus- out these provisions, in pursuance of the Senate plan to tax in­
band or wife, or of $2,000 or over if married and living with surance companies on the basis of investment income. The 
husband or wife; and the Senate recedes. House recedes with an amendment restoring the House provi-

On amendments Nos. 122 and 123: The House bill basis for sions but omitting the requirement in the case of a life insur­
requiring fiduciary return in the case of single and married ance company that premiums to be e_x:cluded from gross income 
persons was the same as the basis for requiring individual re- must be received "within the taxable year." 
turns. The Senate changed the basis to gross income, as it did On amendments Nos. 136 -and 137: These amendments propose 
in the case of individual returns; and the Senate recedes. to make foreign corporations selling raw materials in the United 

On amendment No. 124: This amendment is a clerical change; States to be manufactured here under an agreement that c_ertain 
and the House recedes. profits on the manufacture and d isposition of the finished prod-

On amendment No. 125: The House bill provided that, except ucts shall be paid to the foreign corporation include such profits 
in the case of taxpayers who are abroad, no extension of time · in computing gross income; and the House recedes. 
for filing returns of income tax shall be for a longer period than On amendments No·. 138 and -139: These amemlments are 
two months. The Senate bill ·struck out the House limitation clerical changes ; and the House recedes. 
and left the time of extension to the discretion of the commis- On amendment No. 140 :· The House bill provided that in com­
sioner. The House recedes from its disagreement to this puting net income rentals or other payments required to be made · 
amendment with an amendment providing that, except in the as a condition to the continued use or possession of property 
case of taxpayers who are abroad, no extension of the time for to which the corporation has not taken or is not taking title, or 
making the return shall be for a longer period than six months. in which it has no equity, could be allowed as a deduction. Tbe 

On amendment No. 126: This amendment is a clerical change; Senate amendment broadens this deduction provision by pro-
and the House recedes. viding that rentals or other payments. required to be made as a 

On amendment No.- 127: This amendment exempts insurance condition to the continued use or possession of property may be 
companies from the income-tax provision, because the Senate allowed as a deduction in computing net income; and the Senate 
bill proposed a separate and distinct tax on the investment in- recedes. 
come of insurance companies; and the Senate recedes. On amendment No. 141: This amendment provides that in-

On amendment No. 128: This amendment is a clerical change; terest paid or accrued on indebtedness incurred or continued 
and the House recedes. to purchase or carry obligations or securities (other than 

On amendment No. 129: The House bill levied upon the net obligations of the United States issued after Sept. 24, 1917), 
income of domestic corporations an income tax of 18 per cent, the interest upon which is wholly exempt from taxation under 
but provided that the rate should be 12 per cent upon so much the income tax title as income to the taxpayer, shall not be 
of the amount of the net ineome subject to the tax as does not allowed as a deduction in computing net income; and. the House 
exceed the sum of (1) the amount of dividends paid during the recedes. 
taxable year, plus (2) the amount paid during the taxable year On amendment No. 142: In the case of a foreign corporation. 
out of earnings or profits in discharge ·of bonds and other the House bill limited the interest deduction to interest paicl 
interest-bearing obligations outstanding prior to the beginning during the taxable year. The Senate bill extended tlle <leduc­
of the taxable year, plus (3) the amount paid during the tax- Uon to interest accrued during the taxable year; and the Hous(! 
able year in the purchase of obligations of the Urutell States recedes. . 
issued after September 1, 1918. The House bill taxed the net On amendment No. 143: This amendment authorizes a <leduc­
income of foreign corporations at the same rate with slight tion for taxes assessed against local benefits when such benefits 
modifications because o! the different situation in the case of are not "of a kind tending to increase the value of the propei·ty 
foreign corporations. The Senate amendment changes the cor- assessed"; and the House recedes. 
poration income-tax rate for the calendar year 1918 to a flat On amendment No. 144: This amendment authorizes, in the 
rate of 12 per cent and for each calep.dar year thereafter to a case of a foreign corporation, a deduction for certain tnxPs im­
ft nt rate of 8 per cent. It also provides that for the purpose of posed by the authority of any foreign country upon property 
tbP Federal railway control act of March 21, 1918, five-sixths of or business to the extent that the income from such property or 
the corporation income tnx for 1918 and three-fourths of the business is subject 'to taxation under this title; and the House 
tax for future years shall be treated as levied by an act in recedes, with an amendment making ·clerical changes. 
amendment of Title I of the revenue act of 1917. On amendnient No. 145: In the case of corporations tile 

'The House recedes with an amendment fixing the corporation House bill required losses sustained during the taxable year to 
income tux for the calendar year 1918 at a fiat rate of 12 per be charged off before allowing them to be deducted in com"' 
cent nn<l for each calendar year thereafter at a flat rate of 10 puting the net income. The Senate amendment allowed losses 
per cent and providing that for the purposes of the Federal sustained to be deducte<l although the taxpayer may not be 



1919. CONGRESSIONAL RECORD-HOUSE. 29911 

nble to charge them off during the taxable year; and the not actually realized by sale or other disposition) resulting from 
House recedes. any material reduction (not due to temporary fluctuation) of 

On amendment No. 146: The House bill provided that in com- the value of the inventory for the preceding taxable year, then 
puting the net income of a corporation there should be deducted the amount of such loss shall be deducted from the net income 
the dividends received from a corporation subject to income tax. for such preceding taxable year, and the income taxes and 

-The Senate amendment provides that amounts received by cor- excess-profits or war-profits taxes for such year shall be rede-
porations as dividends from insurance companies not subject termined accordingly. The House recedes with amendments (1) 
to income tax, and amounts ··eceived as dividends fl'Om a per- limiting the allowance for losses sustained during the taxable 
sonal service corporation out of earnings or profits upon which year to losses resulting .. from the actual payment of rebates on_ 
jncome tax has been imposed by act of Congress, shall be sales of the previous year in pursuance of contracts made during 
deducted in computing net income. The House recedes with an such year; (2) limiting the deduction :(or falling inventories to 
amendment striking out the specific reference to insurance the taxable year :1,.919; and (3) permitting the taxpayer to take 
companies, since, by reason of the recession of the Senate from advantage of this deduction at the time· of making his return by, 
its amendment No. 127, such companies are subject to income filing a claim in abatement accompanied with a bond in double 
tax. . the amount of the tax covered by the claim. · ; 

On amendment No. 147: The House_ bill provid~d that in de- On amendment No.· 162: The House bill authorized foreign 
termining net income a reasonable allowance should be made corporations to deduct cei;tain expenses '-'only if and to the ex-.' 
for ~xhaustion, wear, and . tear of the property used in · the tent that they are connected with a trade or business caiTied on 
trade or business. The Senate amendment provides that a within the United States." . The Senate amendment authorizes 
reasonable allowance shall be made in computing net income such deductions to be made if and to the extent that they a.r~ 
for the depreciation of property used in the trade or business. connected with" income arising from a source within the United 
The House recedes with an amendment' providing ·that in com- States"; and the Hpu-~e recedes. 
puting net income a reasonable allowance shall be made for On amendment No. 163: This amendment is a clerical change 
the exhaustion, wear, and tear of the property used in the made necessary by -amendment No . .162; and the House recedes. 
trade . or business, including a rea~onable allowance for obso- On amendment No: 164: This amendment is a clerical change; 
lescence. . and the House recedes. , . 

On amendment No. 148: This amendment permits a foreign On amendment No .. 160: This amendment complies ·with the 
co1·poration to avail itself of the ·deduction for exhaustion, term::; of the War Finance Corporation .act _by providing that the 
wear, tear, and obsolescence of property outside the ·United interest from ·bonds issued by the 'Var Finance Corporation shall 
States to the extent that they. are connected \vith income. atis- not be subject to the corporation income tax; and the House 
ing from sources within the United States; .and the House recedes. 
recedes. On amendment No. 166: This amendment is a clerical change 

On amendment No. 14!): This amendment extends the amor- to carry out th~ policy of exempting the interest from State aml 
tization provision to vessels constructed or acquired on or after municipal bonds from income tax; and the House recedes. 
April 6, 1917, for the transportation of articles . or men -con- On amendments Nos. 167 and 168: These amendments are cleri· 
tributing to the prosecution of the present war ; and the House cal changes; and the House recedes. 
recedes. On amendment No. 169: This amendment changes the method 

On amendment No. 150: The House bill made the amortiza- of computing income taxes for fiscal years beginlng in 1917 and 
tion deduction discretionary. The Senate bill makes it com- eniling in 1918; and the House recedes with an amendment pro­
pulsory ; and the House recedes. viding that in such cases, the excess-profits tax computed under 

On amendment No. 151: This amendment is a clerical change; Title II of the-revenue act of 1917 shall be credited against the 
and the House recedes. net income computed for the entire period under Title I of the 

On amendment No. 1i:i2: T!te House bill proviued that the revcm1e act of 1916 as amendeu by the reY"enue act of 1917 and 
nmortization deduction should not include amounts otherwise under Title I of the revenue act or 1017, and the tax computed 
allowed under the income-tax title for ·depreciation, exhaustion, for the entire period under 'l'itle III of this act at the rates 
or wear and tear. The Senate amendment provides tllat the pre cribed for the calendar rear 1018 shall be credited against 
amortization deduction shall not include any amount otherwise the net income computed for the entire period under this 
allowed under the· income-tax title or previous acts of Con- title. . 
gress as a deduction in computing net income; and the House On amendment No. 170: '.fllis amendment is a clerical change; 
recedes. _ . aml the Honse receues. 

On amendments Nos. 1o3, 154, 15o, 1!36, and 157: These amend- On amendment No. 171: In the case of foreign corporations not 
n1ents are clerical changes; and the House recedes. ·engaged in trade or business within the United States and not 

On amendment No. 158: The House bill limited the deduction having an office or place of business therein, the House bill re~ 
for amortization. by providing that in the case of a foreign cor- quired the corporation income tax to be v.-ithheld at the source 
poration "this deduction shall be allowed only as to facilities at the rate of 18 per cent. The Senate reduced the rate to 8 per 
;witllin the United States," and that in no case ·shall the deduc- cent. The House recedes from its disagreement to the Senate 
tion for amortization exceed 25 per cent of the taxpayer's net. amendment with an amendment providing that tax shall be with­
income as computed without the benefit of such deduction. The held at the rate of 10 per cent. 
Senate amendment strikes out the abo1e limitation; and the On amendments Nos. 172, 173, 174, and 175: These amendments 
House recedes. are clerical. changes ; and the House recedes. 

On amendment No. 159: This amendment authorizes a reason- ~ On aJL-endments Nos. 17G and 177: The effect of the Senate 
able allowance for the depletion of oil and gas wells in place ~~ amendments is to extend the benefit of the credit for taxes to 
.of a similar allowance "for actual reduction in flow and pro- taxes paid to all possessions of the United States; and the 
auction " as authorized by the House, and adds a proviso " that House recedes. · 
in the case of mines, oil and gas wells, discovered by the tax-~ On amendments Nos. 178 and 179: These amendments are 
payer on or after March 1, 1913, and not acquired as the result clerical changes ; and the House recedes. 
of purchase of a proven tract or lease, where the fair market 1 On amendm-ent No. 180: This amendment provides tllat in tlle 
:value of the property is materially disproportionate to the cost, case of n corporation which makes return for a fiscal year be~ 
the depletion allowance shall be based upon the !"air market ginning in 1917 and ending in 1918 any tax paid for such fiscal 
:value of the property at the date of discovery, or within 12 year under Title I of the re1enue act of 1916 or Title I of the 
months thereafter." The House recedes with an amendment revenue act of 1917 shall be credited against the tax imposed by, 
changing the valuation period from 12 months to 30 days. . this title. The House recedes with an amendment (1) limiting 

I On amendment No. 160: The Senate bill carried n new and the allowance to that proportion of the credit for foreign taxes 
separate scheme of taxation for insurance companies, and this which the part of the fiscal year falling within the calendar year 
amendment strikes out as superfluous special deductions pro- 1918 bears to the ·entire period; and (2) safeguarding the allow­
.vided in the House bill for computing the net income of' such ance by a provision inserted in subdivision (a) that if accrueu 
corporation. The House i·ecedes ·with an amendment restoi'ing taxes when paid ·differ from the amounts· claimed as credits, or 
the House deductions and making a clerical change. _ if any tax paid is refunded in whole or in part, the taxes due 

Ou amendment No. 161: This amendment provides that if it shall be - redetermined, and authorizing the commissioner to 
is shown to the sati ·faction of the commissioner that during require bond, in the case of claims based upon taxes accrued 
the taxable years 1919 and 1920 the taxpayer (a) has for the first but not paid, conditioned for the payment by the taxpayer of 
time ascertained the amount of a loss sustained during the any amount of tax found uue upon any such redetermination. 
preceding taxable year and not deducted from the gross income ~rovlsion is nlso macle in amendment 160 that in the case of a 
therefor, or {b) has sustained a substan\ial loss (whether or corporation which makes return for a fiscal year beginning in 

LYII-1DO 
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1917 and ending in 1918, the part of the war-profits and excess­
profits taxes attributable to the calendar year 1917 shall be 
credited against the net income {not against the tax) for such 
year. 

On amendment No. 181: This amendment strikes out section 
23U of the House bill {which de:tlt with the computation of in· 
come taxes for the fi cal ye.:'U· 1917-18) as a part of the general 
change made by section 205 of the Senate bill, which-as ex­
plained in connection with amendment No. 27-provides a gen­
eral method for computing the income tax for any fiscal year 
ending during a calendar year for which the rates of tax differ 
from those of the preceding calendar year ; and the House 
recedes. 

On amendment No. 182: This amcn<liL-cnt is a change in ec­
tion number; and the House recedes. . 

On amendment No. 183 : This amendment is a cleric.c'l.l change; 
and the House recedes. 

Ou amendment No. 184: This amendment provides that when 
the accounting period is changed as provided under section 226, 

_ only such portion of the $2,000 corporation c1·edit allowed under 
subdivision (c) of section 236 shall be allowed as the number 
Of months in the period for which the return is made bears to 
12 months ; and the House recedes. 

On amendment No. 185 = This amendment provides for the 
computation of the income, excess profits and war profits taxes 
of affiliated corporations on the basis of a consolidated return 
of their net income' and invested capitaJ, The House recedes 
with an amendment providing.: 

(1) That there shall be taken out of such consolidated net 
income and invested capitaL the net income and invested capita! 
of any such· affiliated corporation organized afte.r; 'August 1. 
1914, and .not successor to a then existing business, 50 per cent 
or more of whose gross income consist of gains, profits. commis­
sions, or other income derived from a Gover.nment contract or 
contracts made between April 6, 1917, and Novembe~ 1L 1918, 
both dates inclusive. . 

(2) That two or more domestic corporatio~s shall be deemed 
to be affiliated (1) ff one corporation owns directly or controls 
through closely affiliated interests or by a nominee or nominees 
substantially all the stock of the other. or others, or (2) if sub­
stantially all the stock of two or more corporatio'ns is owned 
or controlled by the same interests. 

(3) Retaining (out of the part o:t the Senate amendment 
which permitted the consolidation of foreign corporations 
:tffiliated with a domestic corporation and provided that in such 
consolidations, the total tax. computed as a unit, shall be re­
duced by the credit for foreign taxes authorized in s~tion 238) 
only the features relating to the credit for foreign taxes, which 
nrc stated in the following terms: · 

For the purposes of section 238 a .domestic corporation which owns 
a majority of the vot.lng stock of n foreign corporation shall be deemPd 
to havt> paid the same proportion of any income, war-profits and ex­
ecs -profits taxes paid (not including taxes accrued) by such foreign 
corporation during the taxable year to auy foreign country or to any 
po session ot the United States · upo~ income derived from sources 
within the United States, which the amount of any dividends (not 
deductible under section 234) received by such domestic corporation 
from such fort>lgn corporation during the taxable year bears to the 
total taxable income of such foreign corporation upon or with respect 
to which such fore'lgn taxes were paid : Pr01Jidea, That in no troch 
-ca. c shall thP amount of-the credit for snch taxes exceed the amount 
of ·ueh div-idends (not deductible under section 234) l'cceived by such 
domestic corporation during the taxable year. 

On amendment No. 186: This amendment added a new "Part" 
to the income tax title and proYided a separate tax on the in­
vc tment income of life insurance companies and mutual in­
surance companies in lieu of all other taxes imposed in the bill 
upon such companies; and the Senate receties. 

On amendment No. 187: This amendment is a change in sec­
tion number; and the Senate recedes. 

On ameud.ment No. 188: The Rouse bill provided for the pay­
ment of income, war-profits, and excess-profits taxes in thr·ee 
instn.Ilments, at interrnls of two months. The Senate amend· 
ment provfdes for the payment of the e taxes in four quarterly 
installments, the first to be paid at the tlme fixed by law for 
filini the return. The House recedes with amendments m~ng 
clerieal changes and providing that where an extension of time 
for filing a return Is granted, the time for payment o:t the first 
installment shall be postponc.d until the expiration o:t the exten· 
slon, but the- time for payment of the other Installments shalf 
not lJe postponed unless the CQ1;l)miss1oner so provides in grant-
~~ the extension. . . 

On amendment. ro. 1 . : The House bill proYidcd th.at where 
a.n extension of time for filing nn income-t~tx 1·eturn iS> granted 
the taxpayer m!ly pn, hl' tnx in rt singl pa3'mcnt on or .before 
the expiration of the period of extension. The Sen..'tte amend· 
ment ·struck out UlC Hou pron ·iorr an1l sub ·titutcd a proYis-lon 
pro-riding (1) that in the cu-·c of any tax of not over $200 paid 

at the time of the filing.of the return, there should be allowed n. 
discount of 1 per cent, and. {2) that where an extension of time 
for filing the return has bee.a granted no interest shall be adden 
to the ta..'\': if the whole amount of the tax is paid on or before 
the time the third installment would be due if no extension had 
been granted;. and the Senate recedes. 

Ou amendments No . 190, 191. and 192: These amendments are 
clerical~ changes ; and the House recedes. . 

On amendments Nos. 193 and 194: The House bill providetl 
that if a false or fraudulent return is lll!lde with intent to 
evade the tax, in addition to othe1· penalties provided by law 
for false or fraudulent returns, there should be added as part 
of the tax 100 per cent of the amount of tax understated~ The 
Senate amendment reduce the penalty to 00 per cent of the tnx: 
understated and provides that this penalty should be in lieu 
of the penalty provided by section 3176 of the Revised 'tatntes, 
as amended; and the House recedes. 

On amendments Nos. 195, 196, 197, 198, and 199: Th e amend­
ments are clerical changes ; and the House reced . 

On ...amendment No. 200: This amendment provides, as to any 
amount of income tax remaining unpaid after the date when it 
is due and for 10 days after notice and demand by the collec­
tor, that if such amount is subject to a bona fide claim for 
abatement the 5 per cent penalty shall not be added to- the tax 
and that interest from the time the amount wa due until the 
c.laim is decided shall · be at the rate of one-half of 1 per cent 
per month ; and the House recedes. 

Ou amendment No. 201: '.this; amendment provides that in the 
case of thE:' first installment payment of income taxes, the in­
strU<.:t;:ions printed on the return shall be deemed to be sufficient 
notice of the date when the tax is due and sufficient demand, 
and the taxpayer's computation of the tax on the return shall 
be deemed sufficient notice of the amount due.; and the House 
recedes. 

On amendment No. 202: Tbis amendment provides that in 
any case' in which in order to enforce payment of a tax it is 
necessary for a collector to cause a warrant of distraint to be 
served, there shall also be added a part of the tax the · sum of 
$5 ; and the Hou e recedes. 

On amendment No. 203: Tbe eft'e.ct of this amendment is to 
pre,~ent taxpayers departing from the United States or remov: 
ing their property therefrom before the clo e of the regular 
taxable year in order to avoid payment of the income taxes; 
and the House recedes. 

On amendment No. 204: This amendment provides that inter­
nal-revenue collectors shall only give receipts for income tax s 
upon request; and the House recedes. 

On amendment No. 205: The House bill provided that no 
credit or refund for income, war-profits, ·or excess-profits taxes 
shall be allowed or made after two years from the date when 
the return was due unless before the expiration of the two-year 
period a claim for such credit o1· refund is filed by the taxpayer. 
The Senate struck out this limitation and in amendment No. 
207 increased the period in which claims for credit or refunds 
can be made to five years; and the House recedes. 

On amendment No. 206: This amendment is a clerical change; 
and the House recedes. 

On amendment No. 207: ThiJ amendment increases the period 
for which claims for credits or refund of income, excess profits, 
or war profits can be made from the two-year period provided 
in the House bill to five years; and the House recedes. 

On amendment No. 208: This amendment is a clerical cl.Lange; 
and the Senate recedes. • 

On amendment No. 209: This amendment authorizes the 
Commissioner of Internal Revenue to require per onal service 
corporations to render returns of dividend payments, stating tho 
name and address of eacl1 stockl10lder, the number of shares 
owned by him, and the amount of dividend pn.id to him: and 
the House recedes. 

On amendment No. 210: The House bill authorized the Com­
missioner of Internal Revenue to require eYery individual, cor­
poration, or partnership doing business as n broker on :.tn;V 
exchange or board of trade or other slmilar place of business 
to render a return showing the names of customers for whom 
sucll individual, corporation, or partnership has transacted anY. 
business, wtth such details as to the profits, lo se , 01y othet• 
information which the commissioner may reqUire, as to each 
of such customers, as will enable the commlssionct• to detcr4 

mine whethe1· all income tax due on profits or gains of such 
customers haS been paid. The Senn.te runen<lm nt broadened 
the House provision to allow the commi · joncr to require thi~ 
information from all b1·okers; and t11c- Hou c recedeL·· 

On amendment No. 211: The Hou e bill required nil in(li· 
viuuals, corporations, and partner hips · makin~ payment to_ 
another individual, corporation, or partnership of interest, rent, 
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salaries, wages, premiums, annuities, compensations, remunera­
tions, emoluments, profits, and income of $1,000 or more in any 
taxable year, to render an information rehu·n to the commis­
sioner setting forth the amount of such gains, profits, and 
income, and the name and address of the recipient of such pay­
ment. The Senate amendment broadens this provision to re­
quire the aforementioned information with reference to all such 
payments made " at the rate of " $1,000 or more in any taxable 
year; and the Senate recedes. 

On amendment No. 212: The House bill provideu that the 
foregoing information returns should be in such manner and 
form as the commissioner, with the approval of the Secretary, 
may prescribe, setting forth the amount of gains, profits, and 
income, and the name and address of the recipient of such pay­
ments. ~he Senate amendment provides that this information 
shall be given " to such extent " as may be prescribed by the 
commissioner, with the appro\al of the Secretary; and the 
House recedes. 

On amendment No. 213: The House bill required all income­
tax returns to be filed in the office of the commissioner. The 
Senate amendment struck out this requirement; and the House 
1·ecedes. 

On amendment No. 214: The House bill authorized the proper 
officers of any State " imposing an income tax to which corpo­
l'ations are subject," upon the request of the governor thereof, 
to have access to the return of any corporation. The Senate 
bill gave this authority whether or not the State imposed an 
ihcome tax. The House recedes with an amendment providing 
that the proper officers of any State imposing an income tax 
may, upon the request of the go\ernor thereof, ha\e access to 
the returns of any corporation. 

On amendment No. 215: This amendment pro\idcs that all 
bona fide stockholders of record owning 1 per cent or more of 
the outstanding stock of any corporation shall, upon making 
request of the commissioner; be allowed to examine the annual 
income returns of such corporation and of its subsidiaries ; 
and the House recedes, with an amendment pro\iding a penalty 
for disclosing any information so obtained. · 

On amendment No. 21G: The House bill required the commis­
sioner to ha\e prepared each year and made available to public 
inspection in the office of each collector a list containing the 
names in alphabetical order and the post-office addresses of all 
individuals making income-tax returns in such district. The 
Senate amendment authorizes the commissioner to prepare and 
make public these lists in such manner as he may determine. 
The House recedes \vith an amendment providing that the lists 
of income-tax payers of each respective collection district must 
be available to public inspection in the office of the col1cctor 
anc.l at such other place and in such manner as the commis­
sioner may determine. 

On amendment No. 217: The House bill required the fore­
going lists to be in alpllabetical order. The Senate amendment 
strikes out this requirement; and the House recedes. 

On amendment No. 218: The House bill required tllat there 
should be made available to public inspection in the office of the 
collector of each district the names and post-office addresses of 
all individuals making income-tax returns in " such district." 
The Senate amendment strikes out the words quoted; and the 
Senate recedes. 

On amendment No. 219: The House bill pro\ided that in Porto 
Rico and the Philippine Islands the income tax shall be' levied, 
assessed, collected, and paid in accordance with the provisions 
of the re\enue act of 1916, as amended by the revenue act o·f 
1917, and gave the Porto Rican or Philippine Legislature power 
by due enactment to amend, alter, modify, or repeal the income­
tax laws in force in Porto Rico or the Philippine Islands, respec­
tively. The Senate amendment strikes out this provision and 
lncorporute<.l it in amendment No. 221 which is the new section 
!?Gl ; and the House recedes. 

On amendment No. 220: This amendment provides that any 
imlividual who is a citizen of any possession of the United States 
an<l who is not a resi<lent of the United States shall be subject 
to income taxes under this act only as to income derived from 
sources within the United States; and the House recedes with a 
clerical amendlllent. 

On amendment No. 221: This amendment proviues that the 
·Income tax in Porto Rico and the Philippine Islands shall be 
jmposed in accordance with the provisions of the revenue act o.f 
1916, as amended; defines the classes of taxpayers who shall 
make returns in such po essions ; defines the classes of persons 
.who arc to be taxed in such possessions as nonresident aliens anu 
as foreign corporations; and empowers the Porto Rican and the 
Philippine Legislatures to amend or repeal the income-tax Jaws 
.in force in such posse. sioll.'s; and the House recedes 'nth an 
itmentlLuc•lt: providing · that a tax imposed in such possessions• 

upon the net income o'f a. corporation shall not be considere<l to 
be a tax under this title. 
• On amendment Xo. 222: This amendment levies a tax· of 100 
per cent npon the excess over $500 of campaign contributions 
contributed in the aggregate during any taxable year for the 
purpose of influencing the results of elections to which candi­
dates for l\Iembers of the House of Representatives or for UnHed 
States Senator or for presidential electors are to be nominated 
or elected; and the Senate recedes. 

On amendment No. 223: Title III in the House bill bore the 
title" War profits and exce s-profits taxes." The Senate amend­
ment makes this read" WRr excess-profits tax"; and the Senate 
recedes. · 

On amendments Kos. 224, 225, and 22G: These amendments are 
clerical changes ; and the House recedes. 

On amendment No. 227: This amendment is a clerical change 
made necessary by amendment 233 ; and the House recedes. 

On amendments Nos. 228,229, and 230: These.a.mendments are 
clerical changes made necessary by and explained in connection 
with amendment 231; and the House recedes. 

On amendment. No. 231: The House bill provi<led an alterna· 
tive war profits and excess-profits tax .computed according to 
whiche\er of the two methods yielded the higher amount of tax. • 
The tax under the excess-profits method was computed at the 
following rates: Thirty-fin! per cent of the amount of the net 
income in excess of the excess-profits credit and not in excess of 
15 per cent of tbe invested capital for the taxable year; 50 11er 
cent of the amount of the net income in excess of 15 per cent 
and not in excess of 20 per cent of such capital; and 70 per cent 
of the amount of the net income in excess of 20 per cent of the 
capital. The tax as computed by the war-profits method was 80 
per cent of the amount of the net income in excess of the war­
profits credit. '.rh~ above rates applied to the taxable year 1918 
and each taxable year thereafter. 

The Senate amendment combines the war-profits and excess­
profits methods in a single schedule, inserting the 80 per cent 
war-profits tax: as the third bracket; changes the excess-profit.<; 
rates from 35 per cent, GO per cent, and 70 per cent to 30 per · 
cent and GO per cent; makes the above rates and the war-proiits 
tax applicable only to the year 1918 and adopts the following 
excess-profits tax rates for the taxable year 1919 and each tax­
able year thereafter: Twenty per cent of the amount of the net 
income in excess of the excess-profit.<; credit and not in excess 
of the invested cap~tal; 40 per cent of the amount of the net in­
come in excess of the in\csted cn11ital. The Senate amendment 
also contains a .11rovision that for the purposes of the Federal 
railroad-control act approved March 21, 1918, the tax imposed 
by this title shall be treated as le\ietl by an act in amendment .of 
Title II of the revenue act of 1917, thns making it certain that 
the war-profits and excess-profits tax, so far as applicable to 
transportation systems now under Federal control, shall be borne 
by the owners of sucl1 systems. 
· The House recedes with amendments: (1) Fixing the excess­
profits tax rates for the taxable year 1918 at 30 per cent of the 
amount of the net income in excess of the excess-profits credit 
and not in excess of 20 per cent of the invested capital, and GG 
per cent of the nmount of the net income in excess of 20. per 
cent of the in\ested capital; aml (2) continuing these rates for 
the taxable year. 1918 into th~ taxable year 1919 and succeeding 
years with respect to the net income of each corporatio wl1ich 
derives in any such year a net income of more than ~10,000 from 
any Government contract or contracts made between April G, 
1917, and November 11, 1918, both dates inclusi\e-the tax upon 
corporations of tl1is class being equal to the sum of the follo\\­
ing: (a) Such a portion of a tax computed at the 1918 rat~· ns 
the part of the net income attributable to such Government con­
tract or contracts bears to the enth·e net income; plus (b) snell n. 
portion of. a tax computed at the rates for 1918 and thereafter 
as the part of a net income not attributed to such Go,ernment 
contract or contracts bears to the entire net income. 

On amendment No. 232: Tht! House bill limited the tax in the 
case of corporations whose inn:stell cnpital or net income for the 

· tuxable year did not exceed $50,000. The Senate amendment 
strikes out this limitation nncl substitutes a general pro\ision 
limiting the tax upon the amount of the net income in excess of 
$3,000 and not in excess of :20,000; and the House recedes witll 
amendments making clerical ehanges. 

On amendment No. 233: The Honse !Jill (in section 303) ]11'0-
vided a special rate of .20 11cr cent of the net income in excess of 
$3,000 in the case of a corporation, the earnings of which are to 
be. ascribed primarily to the actiYities of the lll'incipal owners or 
stockholders who are themselves re~ularly cngagetl in the nctive 
conduct of the nffnirs of the corporation. The RenatE> nmE>JH.l­
ment .stJ·ikes out this 11rovision, having llefinetl (!Jy amendment 
11-) tbe n.boye: clnss 'Of--corporations as •• pe.r. onnl-. eTYice cori)ora-
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tions., -and having provided (by amendments 92 and 132) -that 
they should be exempt from income, war-profits, and excess­
profits taxes and be treated as partnerships. The Senate amend .. 
ment also inserted, as section 303, an amendment pro-riding for 
the taxati-on of a corporation, the net income of which is deri"red 
in part (1) from a trade or business in which the employment 
of capital is nece sary, and in part (2) from a separate trade 
or busines. , which, if constituting the sole trade or business, 
\YOuld bring it within the class of "pcrsonal-'ser-ric eorpom­
fions.'~ The House recedes with amendments making clerical 
changes. 

On amendments Nos. 234 and 233: Amendment 234 pro­
vided-as part of the Senate plan of insurance t:u:ation-that 
certain insurance companies should be exempted from war tax 
and excess-profits taxes. Tho House recedes with an amend­
ment striking out the "Senate amendment and inserting hcTc 
the langul'tge 'Of amendment No. 235, from which the Senate 
recedes. The restoreti mn.tter pro-vides thnt any corporation 
whose net income for the taxable year is less than $3,000 slmll 
be exempt from taxation under this title. 

On amendment No. 236: This amendment provides that in the 
case of any corporation engaged in the mining of gotd the por-

. tion .of the net income derived from the mining 'Of gold shall be 
exempt from the war-profits aml · ex:ce -profits tax; an<l the 
House recedes with an amendment pro.-iding that the tax on 
the remaining porti-on of the net income sliall be the propor­
tion of a tax computed without the benefit of this exemption 
which sueh •remaining portion of tl1e net inoome bears to the 
entire net income. 

On amendments Nos. 237, 238. a.rul 239: These amendments 
are clerical changes necessitated by the amalgamation of the 
wnr-profit:s and exce s-profits methods explained in connection 
with amendment 231 ; and the House recedes. 

On amendment No. 24.0: In computing the war-profits credit 
the House bill provided that the a vera .... e net income for the 
prewar period should be increased or diminished by 10 per 
cent .of the "invested capital added or withdrawn since the 
close 'Of the prewar perl0t1." The "Senate all}endment !bases t11is 
allowance on the " difference between the average invested 
capital for the ;vrewnr period and the invested capital for the 
taxable year "; and the House recedes. 

On amendment No. 241: This amendment is a 'Clericttl 'Clmnge 
necessitated by amendrne:nt 242; and the House recede-s. 

On amendment No. 242: This amendment p-1~ov'ides that if 
a corporation was not in existence during the whole of a.t least 
one calendar year during the pre"·aT period its war-profits ' 
credit shall be tl1e sum of $3,000 and an ' amount equal to the 
same percentage of the invested capital for th.e prewar pcrl.od 
of corporations engaged in a trade or busines of the same · 
general class as that conducted by the taxpayer, but sucl1 
amount shall in no .case be less than 10 per cent of th~ inYestccl 
capital of the t~'\.'1)ayer for the taxable year. . 

The House recedes with an amendment proliding that the 
ordinary war-profits credit (i. e., $3,000 plus 10 per cent of the 
in-rested capital for tne taxable :rear) shall apply in the case 
of 3Jly "new" corporation if (1) a majority of its stock at 
any time dm·jng the L'1Xable year is owned or controlled, di­
rectly -or indirectly, by a ·eorpurntion which \Yas in existence 
during the whole of ut least one calendar year during the 
prew:tr period, or if (2) GO per cent or more of its gross in­
come consists of gains, profits, commi s ions, or other income 
d erived from a Go-vernment contract or contracts made be­
tween April G, 1917, and NoTember 11, 1918, lJoth dates in-
clusive. · 

On amendment No. 243: This amendment is o, clerical change; 
and the House recedes with n further clerical change. 

On amendment No. 244: This amendment is a clerical change 
nece sitated by the amalgamation of the waY profits and e-xcess 
profits methods (explained in connection with amendment 231) ; 
nnn the Hou~e rece.des. 

On amendments Nos. 245 and ·24G: The e amendment' are 
clerical changes; and the Hou ·c recede . 

n amendment No. 247: The Senate amcndm2nt ·as a conse­
quenc~ of the adoption of amendment 159 . truck out the allow­
ance for hazard p-rovided for producers or -praspeetors 'Of on in 
tl tc House biH at this point; and the House recedes. 

On amendment No. 248: Tllis amendment is a d-erical change; 
ntH1 the Honse recedes. 

On amendme11t No. 24!): Tills amendment provide::· that a cor­
r . "l'}Onding part of the capital illYestecl in " inadmi 'sible assets " 
slutll not be deemed to be inadmi~sible asset "where all or 
part of the intere ·t {leriYed from such assets is in effect jn­
elulled in tllC net income because of tl1e limitation •on the do- . 
unction of tho interc .t under paragraph (2) of :ubdlvision (n) 
of ~·cetion 234 " ; and the Ilou e recedes. 

On amendment No. 250: This amendment is a clerical change; 
and the House recedes. 

On amendment No. 251: The term " admissible a. ets " 1s by 
this amendment defined to mean u all assets otl1er than innd­
lnissible assets, valued in accordn:nce with the provisions 'Of sub­
division (a) of section 326, section 330, and section 331 "; and 
the House recedes. 

On amendment No. 252: This amendment proTides that the 
par -ralue of stock or shares shall, in the case of stock or shares 
issued at a nominal Yalue, be deemed to be the fair market value 
as of the date or dates of issue of such stock or shares; and 
the House recedes. · 

On am-endment No. 2;)3: This !lmen<.lment is a. clericnl change; 
a.nd the House recedes. 

On amendment No. 254: TI1e Bouse bill provided that tan:::j­
ble property should be included in inve ted capital in an amount 
not to exceed the par Y"alue of the original stock or shares spe­
cifically issued therefor. 'l'he Senate amendment adds -the fo'\. 
lowing qualificaUon: "Unless t1le actual cash •alue of Rnch 
tangible property at the time paid in .is shown to the satis:fuc· 
tion of the corumission~r to have been clearly and snbstanti.tlly 
in excess of such pnr value, in which case such excess Lhnll be 
treated as paid-in surplus." The Hou e I"E>cedes with an 'lliilend­
ment providing that tlle commi sioner shall keep a. ueta.iled 
I'ecord of all rases in whieh tangible property i included i 
invested capital at a -vnluo in excess of the stock or shares 
issued therefo1·, whi-ch record shall be furnisJted when required 
by resol'lltjon of eitht>r Honse of Congress, without regnnl to 
the restriction contained in section 257. 

On ame-ndment No. 255: Thi amendillent i a clerical oellangc; 
and the House recedes. 

On amendm-ent No. 2.:SG: Tlle House bill specifically pro-rWcd 
that "paid-in or earned surplus and unditided profits"' . hould 
not inducle the increase in the value of any a et abo"Ye the orJg­
inal cost until such inct·ea~e is actually realized by sale. This 
was stricken out by the Sennte amendment a surplusage .and 
merely declaratory of an accepted general -principle contt·on ing t he 
whole computation of in-restetl capital; and the Honse recede~. 

On amendment No. 257: '!'he House bill limited to 20 per ent 
c()f the par m.lue 'Of the total stock or shares of the corporations 
outstanding on March 3, 1917. the aggr~ate allowance which 
may·l>e made for intangible property paitl in fur stock or shares 
prior to March 3. 1917. The Senate amendmeht increased tbi · 
Hmit to 30 per eent; and the House recedes mtll nn amen<lmcnt 
changing the 30 per cent to 25 per ·cent. .· 

On :rmendment No. 258: The H'Ou e bill excluded from u in­
vestecl capital " inta.n~ible property (other . than patents nnd. 
copyrights) paid in for stock or shares on or after ~larch 3, 
1917. The Senate amendment permits all intangible property 
bona fide paid in for l'ltock on or after l\L'lrc.h 3, 1917 (subject 
to t11e limitation noted in amendment 259), to be included in 
invested eapital; and the House recedes. 

On amendme11t ro. 259. The House bill limited to 20 per ceu't 
of the par value of the total stock or ~bares outstanding at . the 
beginaing of the taxable year the aggre~ate allowance which 
may be made (in computing invested capitnl) for patent and 
copyrights paid in for stock or shares on or after March 3, 
1917. The Senate amendment increa ed this limit to 30 per 
cent (having by amendment 258 also allowed other intangible 
property to be included) ; and the House recedes with amend­
ments changing the 30 per cent to 25 per cent. and pro\'iding 
thnt in no case sl1all the total allowance for intangible ·property 
,paid in for stock or shares before, on, or after March 3. 1917, 
exc-eed in the aggregate 25 per cent of the par value of tbe wtal 

·stock of 5hares out tanding at the beginnino- of the taxable y('ar. 
On amendment No. 2()0: This amendment strike out the 

Hou o provision exclu<ling from "invc ted capitnl n intangible 
-property (other than patents and copyrights) p.tid in for stock 
or shares on or after March 3, 1917 ; and the Hou e recede · · 

On amendment No. 261 : This amendment provides thnt 1.her 
shall be deuucted from in\ested C..'lpital a defined in ... ~ction 326 
a· percentage equal thereof to the percentage which the -amount 
of inadmissible asset is of tho amount of the admi ible and 
inl'tdmisslble asset · held uuring the taxable year, ex.c~pt in the 
case of ce11::lin dealers in securities, insurance companies, bankS, 
banking n-BSDciations, lonn or trust cumpanies; ancl the House 
recedes with an .amendment striklno- out the exception. 

On ame-ndment No. 262: This amendment strike out the defi­
nition pro-rtt1ed in the Hou e bill of the inY ted capital .of a 
foreign corporation (see amendment No. 263), makes clerical 
cl1imges in the method of computing the inve- ted capitai for n. 
fractional pnrt of a year, and defines tho average in\estcll 
capital for the prewar period ; and the House r cedes. 

On nmenilln rnt ~ '"o. 263: T11e House ufll in the so-called re­
lief pron ions proyidcd that in certain specified cases th~ 
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invested capital of a corporation shall be the amount which 
bears the same ratio to the net income of the corporation for 
the taxable year as the average invested capital for the taxable 
year of representative corporations engaged in a like or similar 
trade or business bears to their average net income for such year. 

The Senate amendment incre.ases the classes· of cases in 
which the tax is to be fixed by reference to the experience of 
representative corporations; includes therein an foreign cor­
porations (see amendment 262), and provides that in such 
cases the tax shall be the amount which bears the same ratio 
to the net income of the taxpayer (in excess ot the specific ex­
emption of $3,000} for the taxable year as the average tax of 
representati1e corporations engaged in a like 'or similar trade 
or business bears to their average net income (in excess of the 
specific exemption of $3,000) for such year~ 

The House recedes. witb amendments : 
(1) Malting clerical changes; 
(2) Consolidating a number of separate classes or cases dif­

ferentiated in the Senate amendment into a single class of cases 
fn which "upon application by the corporation the commis­
sioner finds and so declares of record that the tax if determined 
without benefit of this section w<mld, owing to abnormal condl­
tions affecting the capital or income of the corporation, work 
upon the corporation au exceptional ha.rdshi.p evidenced by 
gross disproportion b€tween the tax computed without bellefit 
ot tl'lis section anu the tax computed by reference. to the Tepre­
sentaUve corporations specified in section 32K This subdivi­
sion shall not apply to any case in which the tnx (computed 
without benefit of this section) is high merely because the cor­
poration earned within the taxable year a high rate of profits 
upon a normal invested capital,. nor in which 50 per cent or 
mom of the "Toss income. of the corporation for the taxable 
year ( corupute1 t under sec. 233 of Title. II) consists of gains, 
profits. COlllillissions,. or other income, derived an a cost-plug 
basis fl'om a Govermnent contract or contracts made between 
April 6, 1917, and )\ovember llt 1918', both dates inclusive.,;. 
and 

(3) Prmi<.lin~ (since the taxpayer, in cases falling under this 
section, <lO€. 11ot know the basis on which the final assessment 
will be madt>) that the return shall be made and the first in­
Stf\llments of the tax computetl on the basis of a tax equal: to 
50 per cent of the net income. in any case in which the tax as­
computed without benefit of this section is 50 per- cent or more 
of the net income, and that where the tax, as computed without 
benefit of this section is Iess than 50 per cent of the net income, 
then the installments shall in the first instance be computed 
upon t11e basis of such tax. . 

On amendments· Nos. 264, 265, 266, and 267: These amend­
ments are clerical changes; and the House recedes. 

On amendment No. 268: The Senate. amendment strikes out 
the House pro\ision tl'lat in the case of a co1-poration making a 
retUl'n on the basis of a fiscal year the ratio (between the 
average inYested capital and the average net income of repre­
sentative corporations) for the calendar year ending dming such 
fiscal rear shall be used ; and the House recedes. 

On amendment No. 269: This amendment is a clerical change 
necessitated by amendment 263; and the House recedes. 

On amen<lrnent No. 270: This amendment is a clerical change; 
and the House recedes with an amendment making another 
clerical change. 

On amendment Ko. 271: This is a clerical change; and the 
Rouse recedes. 

On amendments Nos. 272, 273, 274, and 275: These amend­
ments are clerical changes; aud the Senate recedes. 

On amendment Ko. 276: Tl1is amendment provi<led that noth­
ing contained in section 330 relating to the reorganization, con­
solidation, or change of ownership after January 1, 1911, of a 
trade ·or business now carried on by a corporation should be so 
construed as to conflict with the provisions of section 326; and 
the Senate recedes. 

On amendment No. 277: The House bill provided that in the 
case of reorganizations, etc., if tlle predecessor h·ade or business 
.was carlied on by a partnership Ol" individual t11e net income 
for the prewar period should be ascertained and returned upon 
the same basis as provided for partnerships and individuals in 
Title II. The Senate amendment prevides that in such cases 
the net income for the p1·ewmL period shall be ascertained and 
returned upon the basis provided for corporations in Title II, 
including a reasonable deduction for salary or compensation to. 
each partner or the individual. 

The House recedes with an amendment pro-viding that in 
the case of the reorganization as a corporation befo.re July !, 
1919, of certain trades or businesses previously owned by a 
partnership or individual the net income of such trade or busi· 

ness from .January 1, 1918, to the date of such reorganization 
. may, at the. option of the individual or partnership, be taxed 
as the net income of a corporation is taxed under Titles II and 
III ; in which event the undistributed profits of such trade or 
busiriess shall not be subject to surtaxes, but amounts dis­
tributed on or after January 1, 1918, from the earnings of such 
trade or business shall be taxed to the recipients as dividends, 
and any taxpayer availing himself of this option is required to 

. pay the capital stock tax as if such taxpayer had been a corpora­
, tion on and after January 1, ~918~ with a. capital stock having 
no par value. 

On amendment No. 278: This amendment extends certain 
Honse pro'Visions relating to the reorganization, consolidation, 
or change of ownership of a h·ade or business, to include 
u · change of ownership of property ,,. ; and the House recedes. 

On amendments Nos. 279, 280, and 281: These amendments 
are clerieal changes dependent upon amendment 278; and the 
House recedes. 

On amendment No. 282: This amendment provides that in 
cases of reorganization, etc., if the previous owner was not: a 
corporation then the vnlue· of any asset transferred or received 
shall be taken at. its cost of acquisition at the date when 
acquired by such previous owner; and the House recedes with 
an amendment making a clerical change. 

On amendments Nos. 283 and 284: These amendments are 
. clerical changes~ and the House recedes. 

On amendment No. 285: In the case of corporations making 
. return for a fiscal year beginning in 1917 and ending in 1918 
the House· bill provided that the entire net income (for pur­
poses of computing the war-p1·ofits and excess-profits tax) 
should be determined under Title II of this act. The Senate 

. amendment alters the methods of computing both the net income 
and the: tax, in such cases. by providing that the tax for the 
first taxable year n:nder this title shall be (1) the same propor­
tion of a tax fm• the entire period computed under Title II of 
the :revenue a.ct o! 1917 which the portion of such period fall- · 
ing within the calendar year 1917 is of the- entire pel'iod, and 
(2) the same-proportion of a. tax for the entire pel'iod computed 

. under this title. which the portion o:f sneh period falling within 
the calendar year 1918 is of the entire period. The Senate ' 
amendment. also contains certain necessary provisions required 1 

by the exemption of personal service corporations from war- ' 
proilts and excess-profits tax. The House recedes with amend-

' ments making clericnl changes. 
On amendment No. 286: This amendment is a clerical 

c]lange; and the House recedes. 
· On amendment No. 28-7: This amendment strikes out tile 

House provision prohibiting the use of the so-called consolidated 
return ; and the House recedes. 

On amendment .No. 288: This amendment pro-vides that in 
the case of a. bona fide sale of mines, oil or gas wells~ or any 

. interest therein, where the par value of the property has been 
demonstrated by prospecting or e:xploration and discovery work 
done by the taxpayer. the _portion qf the tax imposed by the 

· excess-profits title attributable to such sale shall not exceed 
20 per cent of the selling price of such property o1· interest; 
and the House. recedes. 

On amendment No. 289: The House bill imposed a tax upon 
the transfer of the net estate of e~ery decedent dying after the 
passage of this act base(} upon the total value of the net estate 
regardless of the number o! sbares into which it was divided 
among tbe vmious beneficiaries (substantially the same as the 
present law at increased rates). The Senate amendment strikes 
out this tax and in lieu thereof imposes an inheritance tax 
based upon the value of the beneficial interests passing to each 
individual beneficiary, with much lower rates than the House 
bill and much smaller reyenue J;eturn. The House recedes with 
an amendment restoring the pro>isions of the House bill, with 
the following changes: 

1. Exempting from the tax under this act and the existing law 
the tl"ansfer of the net estate of any decedent who has died or 
may die while serving in the military or naval forces of the 
United States in the present war or from injmies received or dis­
ease· contracted while in such service. 

2. Changing from three yeaJ.·s to mo years the period of time 
within which a transfer of. a material part of his property by a 
decedent before his death shall be deemed to ha1e been made 
in contemplation of death. 

3. Allowing as a deduction in computing the net e.state the 
amount of all bequests, legacies, and devises to the United 
States 01' a State or a political subdivision thereQf for puhlic 
purpose.~, or to a corporation organized and operated exclusively 

. for religious. charitable, scientific,. literary, or educational pur­
voses, or to a trustee exclusi \ely for such purposes.. 
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4. Extending from two years to three -years the maximum 
time to which the commissioner may extend the time for the 
payment of the tax. 

5. Making other minor administrative changes. 
6. Tlle following table shows the rates of the House bill and 

as ag-reed to in conference : 

I Rates on net estates 
under-

Amotmt of net estate (an exemption of $50,000 is allowed estates 1------­
of r~->idents of the United States in computing the value of 
net es tate). _ 

Not exceeding $50,000 ........................................ . 
Exceeding SSO,OOO and not exceeding $150,000 ................. . 
Exceeding svm,ooo and not exceeding $250,000 ............... .. 
Exceeding $250,000 and not exceeding $450,000 .•.••••••••.•.•.• 
E~ce~g $450,000 and Iiot exceed!ng S7~~- .. ....... -..•.... 
E xce:1ding $752.~200 and not exceeding SI1wu.OOO ••••••••••••••• 
Exceeding Sl,uuv,OOO and not exceeding ~1,500,00:> .••••.•••••••• 
Exceeding $1,500,000 and not exceeding $2,000,000 ••••.•.••••••. 
Exce~ding 12,000,000 and not exceeding ~,000,000 ..••••••••••.• 
Exceeding 13,000,000 and not exceeding $4,000,000 .••••••••••••• 
Exceeding $4,000,000 and not exceeding $5,000,000 .•••••••.••••• 
F.Jrceeding $.5,000,000 and not exceeding S8~,.000,000 .••••••••••••• 
Excef'ding $8,000,000 and not exceeding Slu,OOO,OOO •• ~ •••••••••. 
Exceeding $10,000,000 ......................................... . 

Confer­
ence 

agree­
ment. 

Per cent. 
1 
2 
3 
4 
6 
8 

10 
12 . 
14 
16 
18 
20 
22 
25 

House 
bill. 

Pt'T cent. 
3 
6 
9 

12 
15 
15 
18 
18 
21 
24 
'1:1 
30 
35 
40 

On amendment No. 290: The House bill made the transporta­
tion taxes effective November 1, 1918. The Senate bill made 
them effective April 1, 1919 ; and the House recedes. 

On amendment No. 291: The House bill exempted from the 
passenger tax the amounts paid for transportation the fare for 
which does not exceed 35 cents. The Senate amendment in­
creased this exemption to 42 cents ; and the House recedes. 

On amendment No. 292: This amendment limits the 8 per 
cent tax on passenger fares over transportation lines which are 
in competition with foreign lines so that such tax shall not 
exceed the amount of transportation tax to which foreign trans­
portation companies are subjected by their Governments. The 
House recedes with an amendment confining the limitation or 
exemption to passenger traffic between American ports on water 
lines which are in competition between American ports with 
foreign water transportation lines from adjacent foreign ports. 

On amendment No. 293: This amendment confines the tax on 
the amount paid for seats, berths, or stater{)oms in parlor cars 
or on vessels to such facilities when used in connection with 
transportation upon which the passenger tax is imposed; and 
the House recedes. 

On amendment No. 294: The House bill imposed a tax of 6i 
per cent on the amount paid for the transportation of oil by 
pipe line. The Senate amendment increases this tax to 8 per 
cent ; and the House recedes. 

On amendment No. 295: This amendment provides that the 
taxes upon . transportation and other facilities shall not be im­
posed upon any payment received for services rendered to the 
United States or to any State or Territory or the District of 
Columbia; and the House recedes. 

On amendment No. 296: This amendment provides that the 
axes upon transportation and other facilities shall without as­

sessment by the. coJllli:lissioners or notice from-the· collectors be 
due and payable to the collectors at the time of filing each 
monthly return and provides a penalty for nonpayment ; and the 
House recedes. 

On amendment _ No. 297: The House bill imposed a tax 
equivalent to 8 cents on each $100 or fractional part thereof 
of the amount for which any life is insured. In the case of 
group life insm·ance, covering groups of not less than 25 liv-es 
in tile employ of the same person for the benefit of persons 
otl1er than the employer, the House bill imposed a tax equiva­
lent to 4 cents on each $100 of the aggregate amount for which 
the group policy is issued and of any net increase in the amount 
of insurance under such policies. It also reenacted the tax 
under existing law of 1 cent on each dollar or fractional part 
thereof of the premium charged under each policy of marine, 
inland, and fire insurance without change. The House bill also 
substantially reenacted the tax levied under existing law of 1 
cent on each dollar or fractional part thereof of the premium 
charged under each casualty insurance policy. 

Tile Senate bill presented an enti'rely new scheme of insur­
ance taxation by which the income, excess profits, war profits, 
capital stock, and premium taxes upon insurance companles 
other than life and mutual insurance companies were replaced 
by premium taxes at higher rates than have been heretofore 
imposed, As part of this plan the premium taxes upon issuance 

of insurance policies (including life insurance policies) pro­
vided in the House bill was stricken out by the Senate in this 
amendment. 

The House recedes with amendments making clerical changes; 
restoring the House tax provision on the issuance of insurance 
policies; · and providing that such taxes shall be due anu pay­
able, without assessment or notice, at the time fixed for filing 
return and that if not paid when due there shall be added as 
part of the tax a penalty of 5 per cent, together with interest 
at the rate of 1 per cent for each full month, from . the time 
when the tax became due. 

On amendmen~ No. 298: This amendment is a clerical change; 
and the House recedes. 

On amendment No. 299: The House bill imposed a tax on 
nonbeverage alcohol of $4.40 per proof gallon or wine gallon 
when below proof. The Senate bill reduced this rate to $2.20; 
and the House recedes. 

On amendment No. 300: The House bill· levied a tax upon 
beverage alcohol of $8 per proof gallon or wine gallon '\·hen 
below proof. The Senate reduced this rate to $6.40, and the 
House recedes. 

On amendment No. 301: Distilled. spirits stored under bonus 
in accordance with the law are subject after eight years to 
tax whether withdra\vn or not. The approaching period of 
pr'Ohibition provided by the food-stimulation act would there­
fore force the payment either by owners or sureties of large 
sum of taxes upon spirits which could not be lawfully sold 
or remov.ed from the warehouse. To meet this situation the 
Senate bill provides in this amendment that the tax on dis· 
tllled spirits intended for beverage purposes shall not be paya· 
ble on such spirits while stored in any distillery, bonded ware­
house, or special or -general bonded warehouse, and which, 
pursuant to any act of C~ngress, or proclamation of the P'resi­
dent of the United States, can not be lawfully sold or removed 
from such warehouse during the period of prohibition; and all 
warehousing bonds or transportation and warehousing bonds 
conditioned for the payment of tax on any such spirits so 
stored.on the date such prohibition takes effect shall, as to all 
such spirits actually so stored, be canceled and discharged, 
provided the distiller of such spirits shall, in lieu of such 
bonds and prior to their cancellation, execute a bond in a penal 
sum of not less than $10,000, with sureties satisfactory to' the 
collector of the district conditioned that the principal shall, 
during the period of such prohibition, safely cause to be kept in 
good condition all such -spirits and the warehouse in which the 
same are stored, and shall not remove or suffer to be removed 
from the warehouse, contrary to law, any such spirits during 
the period of such prohibition. The distiller may also be per· 
mitted to retain in any such bonded warehouse distilled spirits 
on which, _ under the terms of any existing bond, the· tux im· 
posed thereon becomes due and payable prior to the date such 
prohibition takes effect, but on the removal of such prohib~tion 
the distiller shall, as to all spirits as to which the bonded period 
fixed by law bas not expired and which remains stored in ware­
house, execute new and satisfactory bond in the for~ required 
by existing law conditioned for the payment of the tax on all 
such spirits. 

The amendment also authorizes upon the withdrawal of tlle 
distilled spirits from bonded warehouses, after the periotl of 
prohibition has ended, an allowance (in addition to that allowed 
by existing law) for loss by leakage or other unavoidable cau e, 
not exceeding 1 proof gallon as to packages of a capacity of not 
less than 40 wine gallons; and a like aduitional allowance of 
1 proof gallon as to each package withdrawn may be malle for 
each period of four months, or a fraction thereof, for such 
spirits as shall have remained in w--arehouse during the period 
of prohibition and after the expiration of the maximum leakage 
period tixed by existing luw. 

The amendment also provides that liquors which may be in 
any customs bonded warehouse under the customs laws on tho 
date such prohibition takes effect shall be permitted to remain 
therein ·without' payment of any taxes or duties thereon, beyond 
the three-year period provided in section 2971 of the UeYisctl 
Statutes, during such period of prohibition; and may l>e ex­
ported at any till!e during such extended period. Any imported 
spirits, wines, or other liquors as to which- the three-year 
bonded period may expire after the passage of this act and 
prior to the date such prohibition take effect may, at the op· 
tion of the owner, remain in bond during such period of pro­
hibition ; and the House recedes. 

On amendment No. 302: This amendment is a clerical change; 
and the House recedes. 

On amendment No. 303: Tile House bill imposeu a tax upon 
perfume containing distilled spirits of $3.30 per wine gnllon. 
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The. Senate bill reduced this tax to $1.10; and .the- House -re~ 
cedes. 

On amendments Nos. 304, 305, 306, 307, 308, 309, 310, and 311: 
These amendments are clerical changes ; and the House recedes. 

On amendment No. 312: The House bill imposed a fioor tax 
. upon distilled spirits for beverage purposes of $4:80 per proof 
gallon, and upon spirits for nonbeverage purposes ot '$2.20. 
The Senate imposed a floor tax upon such spirits equal to the 
difference between the tax imposed by this act and ~xisting 
law. The House recedes with an amendment imposing a floor 
t-ax of $3.20 per proof gallon upon beverage spirits. . 

On amendments Nos. 313, 314, 315, 316, 317,, 318, and :319: 
These amendments are clerical changes; and the Hquse recedes. 

On amendment No. 320: This amendment exempts from the 
tax on liqueurs, cordla.ls, or similar compounds those not con~ 
taining sweet wine fortified with grape brandy; and the Bouse 
recedes. 

On amendment No. 321: Tills amendment is a clerical change; 
and the House recedes. . 

On amendment No. 322; The Bouse bill levied upon sweet 

Senat-e amendments reduced this tax to 1 cent for each 10 cents 
-or traction thereof ; and the House recedes. 

On amendments Nos. 339, 840J 341, 342, 343, and 344: The fol~ 
lowing table shows the taxes proposed upon cigars in the bill as it 
passed the House and Senate and -as agreed to in conference: 

Item. 

Cigars weighing not more than3 pounds per 1,000; per 
thousand....... . ............... ·- ·- ............. . 

Cigars weighing more than "3 pounds per !L,OOO, if man-
ufactured or imported to retail at- . 

Less than 5 cents each) per thoasand. ··- ........ . 
More-than 5 cents eath and not more than 8 cents 

M:-~h~ ~~fn~~h-~d · not .. nio!e. iiia-n· i~ · 
<:ents each, per thousand .•. ··-·· ......•...•... 

More than 15 cents each and not more than 20 
<Jents ~z per thousand •• __ ...• : ." ...•........ 

More than :.ru cents each, per thousand . • ........ 

House 
bill. 

$2: 00 

5.00 

8.00 

12.00 

16.00 
20.00 

Sebnal. oo ~ i~~~~ 
n. !erence. 

U.50 

4.00 

5. 46 

9.00 

12 .. 00 
15.00 

$-l.SD 

4.00 

6.00 

9.0J 

12.00 
15. 00 

wines held for sale on the day after the passage of the act a On amendments Nos. 345 and -346 : The House bill imposed a 
floor tax equivalent to 20 cents per proof gallon upon the grape tnx upon cignrettes weighihg not more than 3 pounds·pet· thou~ 
brandy or wine spirits used in the fortification of the wine . . scand if m.anufactured {)I' imported to retail at less than 2· cents 
The ·senate amendment increased this tax to 30 cents; and the each of $4:.10 per thousand and of $5.10 per thousand upon tho e 
Bouse recedes. manufactured or imported to retail at 2 cents or more each . 
. On amendment No. 323: This amendment is n clerical cl1ange The Senate bill by amendment 346 strikes out the tax on dga. 
due to the action upon Senate amendment 318; and the House l'ettes to retail at 2 cents or more each, and the House recedes; 
recedes. and 'by amendment '345 makes the rate upon all cigarettes 

On amendment No. 324: This amendment is a clerical change; weighing not more than 3 pounds per thousand, $2.90 per thou-
and the House recedes. sand; and the House recedes with an amendment making the 

On amendment No. 325: This amendment makes it lawful to tax upon all such cigarettes $3 per thousand. 
produce grape wines on bonded winery premises and to trans- On an1endment Ne. 347: The House bill !imposed a tax: upon 
port and use the same and like wines heretofore produced as -cigarettes weighing more thnn 3 p-ounds per thousand of ${).60 
distilling material for the production of nonbeverag-e spirits; per thousand. The Senate bill made this tax $7.20; and the 
and the House recedes with an amendment striking out the House recedes. 
)vords "of fermentation." · On amendments Nos. 348, -349, and 350: These amendments 

On amendment No: -326: This amendment imposes a penalty at'e clerical changes; and the House recedes. 
upon anyone who evades or attempts to evade the taxes imposed On am~ndment No. 351: The House bill imposed .a tax upon 
upon wines nnd grape brandy similar to the penalty imposed manill'actured tobacc-o and snuff of 26 eents per :potmd. The 
t1pon distilled spirits in section 3256 of the Revised Statutes; Senate bill reduced this tax to 18 cents; and the House recedes. 
and the House recedes. On amendment No. 352: This amendment ~xempted from floor 

On am~mdment No. 327: This amendment is a clerical change; t:ix the following amount -of tobacco stock: Not oYer :50 pounds 
and the House recedes. of manufactured tobacco .and snu1I or 1;000 cigars and not o--rer 

On amendrrient No. 328: The House bill imposed a tax upon a,ooo cigarettes held by nny person. The House bill ga'e no simi­
nonalcoholic cereal beverages of -30 per cent of the price" for lar exemption; and the Senate recedes. 
which sold ; the Senate amendment reduced this rate to 15 per On nmendments Nos. 353, 354, 355, and 356: The House bill 
<:ent ; and the House recedes. .imposed the following tax upon each package, book, or sheet of 

On amendments Nos. 329 and -330: The House bill tax-ed cigarette papers: Each containing more than 25 but not more 
unfermented grape juice and all fruit or berry juices -at the than 50 pa])('!rs, 1 eent; each containing more t11an 50 bot not 
sa.n:ie rates as other soft drinks except cereal beverag~s. The more than 100 papers, 2 cents~ and each containing o\er 100 
Senate bill exempted such drinks · from ta:i; and the Senate papers, for eacl\ 100 or fraction thet·eof, 2 cents. 'l'he Senate bill 
recedes. .. reduced the ·rates to one-hulf of the House rat-e; and the Honse 

On :amendment No. 331: The House bill imposed -a tax -of 20 , recedes . . 
per_ cent upon the manufacturer's selling price of soft drinks On .amendment No. 357 ~ Section 35 of the act of ... -\.ugu t 5, 
other than cereal beverages. The Senate bill reduced this ta:x: 1909, pr-ovid-es that'' unstemmed l-eaf tobacco in the natural leaf, 
With the exception of the action heretofore mentioned in amend~ in the h-and, R.?ld not manufactured or altered in any mamter, 
ments 329 and 330 to 10 per cent. This recession taken in eon- raised an-d grown in the United States, shall not be subject to 
nection with the action upon amendments 329 and 330 makes the any iinternal-revenue tax or charge of any kind 'Whatsoever, nnd 
tax upon all soft drinks. other than cereal beverages 10 per cent it shall be lawful for -any -person to buy and sell .such unstemm ed 
-of th) prices fot which sold by the manufacturer, p1'0ducer, or tobacco in the leaf, in the hand, without payment of tax of any 
lmporte1~. kind." . 

On amendments Nos. 232 and 333: The House bill imposoo a This .amendment repeals the above section and pr~vides that 
tax of 2 cents per gallon upon all patural mineral waters or table sales or shipments of leaf tobacco by a dealer in ile:af tobacco 
waters sold at over 10 cents per gallon. The "Senate bill in these shall be in quantities of not l~ss than n hogshead, tierce, case, 
two amendments imposed a tax of 5 per cent upon the price f01· or bale, exee:Pt loose leaf tobacco comprising the breaks on 
which sold, whether or not at over 10 cents per gallon; :ana the warehouse floors, and except to a duly :registered m.anufactm·er 
·.Senate recedes. of cigars for use in .his own mauufaetory exclusively, and that 

On amendment No. 334: This amendment is a clerical chfunge; dealers in leaf tobacco shnll make shipments of ieaf tobacco 
and the House recedes. onzy to other dealers in leaf tobacco; to registered manufacturers 

On amendment No. 335: This amendment provides that the <>f tobacco, snu1I, cigars, or cigarett-es, or for export. The amend­
tax upon soft drinks shall without assessment by the commis- ment .also p-rovides that upon aH [eaf tobacco sold, removed, or 
sioncr or notice by the collectors be due and payable to the eol~ shipped by any dealer in leaf tobaeco in "Violation of the afore­

. lectors at the time of the filing of each monthly return, and pro- mentioned provision, or in respect to which no report has been 
:Vides a penalty for nonpayment; .and the Ho11Se recedes. made 1by such deale-r in accordance with the ·provisions of sub-

On amendment No. 336: The Honse bill made the tax upon division (b), there shall be levied, assessed, collected, and -paid 
sales at soda fountains :and similar places effective November 1, : a tax equal to the tux then in force upon manufactured tobacco, 
1918. The Senate bill changed the date to l\Ia-y 1, 1919; and the such tax to be assessed and collected in the same manner as the 
liouse recedes. tax on manufactured toba:cco~ 

On amendments Nos. 337 and 338: The House bill imposed n The amendment also.pTn-vides a penalty for the enforcement of 
tax of 2 cents for each 10 cents or fraction therMf of the amount the same. It is also provided that for the purp<>ses of this section 
patif for soft drinks, ice {!ream, or other similar articles ·of feod a ·farm~r or grower of tobacco shall not be -regarded as a dealer 
or drink -Sold at soda fountains, ice-cream parlors, or··other simi- ln [-eruf t-obaeco in :r:espect to the leaf tobacco produced by him. 
lar places of business with a proviso that wll.et~ the charge :for -Tb~ B-ouse !l-ecedes with an .nmendment makilli a clerical 
~tly such article is 7 cents or less the tax shall be 1 'Cent. The chang-e. 
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: On amendment No. 358: The House bill provided that admis· 
sion taxes should go into effect November 1, 1918. The Senate 
ameu<lment fixed the date as April 1, 1919; and the House 
recedes. 

On amendments Nos. 359 and· 360: The House bill imposed a 
tax of 2 cents for each 10 cents or fraction thereof on the 
amount paid for admission to any place with a proviso that 
\vl:!ere the charge for admission is 7 cents or less, and in the 
case of children under 12 years of age where an admission 
charge for such children is made, the tax shall be 1 cent. The 
Senate amendment reduces this tax to 1 cent for each 10 cents 
or fraction thereof of the amount paid for such admission; and 
the House recedes. . 
' On amendment No. 361: The House bill imposed upon free 

admissions, with exceptions, a tax. of 2 cents for each 10 cents 
or fraction thereof of the price charged to other persons for 

· the same accommodations. The Senate amendment reduces this 
tax to 1 cent for each 10 cents or fraction thereof of the price 
so charged to other persons; and the House recedes. 
. On amendment No. 362: The House bill imposed upon theater 

tickets sold at places other than the box office at not to exceed 
50 cents in excess of the sum of the regular price plus the 
amount of the ordinary tax of 1 cent for each 10 cents or frac­
tion thereof a tax equivalent to 5 per cent of the amount of 
such excess. The Senate amendment increased this to 10 per 
cent of the amount of such excess; and the Senate recedes. 

On amendment No. 363: The House bill imposed upon tickets 
sold nt places other than the box office for more than 50 cents 
in excess of the sum of the regular price plus the amount of 
the ordinary tax of 1 cent for each 10 cents or fraction thereof, 
a tax equivalent to 30 per cent of the amount of such excess. 
The Senate amendment increases this to 50 per cent of the 
amount of such excess; and the House recedes. 

.. On amendments Nos. 364 and 365: These amendments are 
clerical changes ; and the House recedes. 

On amendment No. 366: The House bill imposed upon per­
sons having permanent box~s or s~a·ts or a lease for the use of 
such boxes or seats a tax equivalent to 25 per cent of the amount 

._ for which a similar box or seat is sold for each performance at 
which such box or seat is used or reserved. The Senate amend­
ment reduces this to 10 per .cent; and the House recedes. 

; On amendment No. 367: The House bill imposed a tax of 2 
cents for. each 10 cents or fraction th~reof of the amount paid 
for admission to any public performance for profit at any roof 
garden, cabaret, or similar entertainment to which a charge for 
admission is wholly or in part included in the price paid for 
refreshment, service, or merchandise. The Senate amendment 
reduces this to 1 cent for each 10 cents or fraction thereof; and 
the House recedes with an amendment making the rate H cents 

: •. for each 10 cents or fraction thereof. 
. On amendment No. 368: This amendment provides that the 

admission tax shall not be .levied in respect to admissions all 
the proceeds of which inure exclusively to the benefit of soCieties 
for the prevention of cruelcy to children and animals, or organ­
izations conducted for the sole purpose of . maintaining sym­
p:P,ony orchestras and receiving substantial support from volun­
tary . contributions. The House recedes with an ru:riendment 
making clerical changes and providing that if any uf the profits 
of organizations maintaining symphony orchestras are distrib-
uted to members the exemption shall be allowed. · 

On amendment No. 369: The House bill provided that the tax 
on club dues should go into effect on November 1, 1918. The 

·Senate runendnient fixed the date as April 1, 1919 ; and the 
House recedes. with a clerical ·amendment. 

On amendment No. 370: The House bill l.mposed a tax of 20 
per cent upon the all!ount paid for club dues to social, athletic, 
o.c sporting clubs or organi.iations. The Senate amendment re­
duces this tax to 10 per cent; and the House recedes. · 

. On amendment No. 371: The House bill made subject to the 
tax upon club dues the dues paid to any produce exchange, board 
of trade, or other similar organization, or to any stOck exchange. 
'l"he Sen~te amendment strikes out this tax; and the House 
recedes. 

On amendment Nos. 372 and 373: These amendments are 
clerical cha,ilges made necessary. by ·the rep!OV!i-1 ·of the tax on 
due applicable to stock and produce ·exchanges; and the House 
recedes. · · 

On amendment No. 374: This amendment is a clerical change 
striking out language ·which is reinserted ·iil slightly different 
form by amendment No. 431; and the-House recedes. 

On amendments Nos. 375 and 376: The House bill imposed a 
tax upon automobile trucks, automobile wagons, automobile 
trailers, or tractors of 5 per cent of the manufacturer's selling 
price, and upon other automobiles or motorcycles a tax of 10 
per cent. The Spuate amendments exempts from the tax auto-

mobile trucks,. automobile wagons, automobile trailers, or trac­
tors, and imposes a tax of · 5 per cent of the manufacturer's 
selling price of automobiles and motorcycles. The House re­
cedes with amendments imposing a tax upon automobile trucks 
and automobile wagons of 3 per cent of the manufacturer's 
selling price, and in the case of other automobiles and motor­
cycles, except tractors, of 5 per cent upon such price. 

On amendments Nos. 377, 378, 379: These amendments are 
clerical changes ; and the Serrate recedes. 

On amendment No. 380: The House bill imposed a tax upon 
automobile tires, inner tubes, parts, or accessories of 10 per .cent 
of the manufacturer's selling price when such tires are sold to 
any person other than an automobile manufacturer or -pro­
ducer. The Senate amendment reduces this tax to 5 per cent; 
and the House recedes. 

On amendment No. 381: This amendment is a clerical change; 
and the Senate recedes. . 

On amendments Nos. 382 and 383: The Hou.se bill imposed a 
tax upon pipe organs of 10 per cent of the manufacturer's sell­
ing price. The Senate amendment strikes out this tax; and 
the House recedes. · 

On amendment No. 384: This amendment makes music boxes 
subject to .the musical-instrument tax ; and the House recedes. 

On amendment No. 385: The House bill imposed a tax upon 
musical instruments and records thereof of 10 per cent upon 
the manufacturer's selling price. The Senate amendment re­
duces this tax to 5 per cent; and the House recedes. 

On amendment No. 386: The House bill imposed a tax upon 
positive moving-picture films, containing a picture really for 
projection, of 10 per cent of the manufacturer's selling o1· leas­
ing price. The Senate amendment strikes out this tax; and 
the House recedes. 

On amendment No. 387: This amendment is a clerical change: 
and the House recedes with an amendment making a further 
clerical change. 

On amendments Nos. 388, 389, and 390: These amendments 
are clerical changes ; ::~nd the House recedes. 

On amendment No. 391: This amendment is a clerical change; 
and the House recedes with an amendment making a further 
clerical change. 

On amendment No. 39.2 : The House bill imposed a tax upon 
chewing gum of 6 per cent of the manufacturer's selling price. 
The Senate amendment reduces this to 3 per cent; and the 
House recedes. 

On amendment No. 393: This amendment is -a clerical change; 
and the House recedes with an amendment making a · further 
clerica 1 change. 

On amendment No. 304: The House bill exemptetl from the 
tax upon camera~ those weighing more than 100 pounds each. 
The Senate amendment strikes out this exemption ; aml the 
Senate recedes. 

On amendment No. 395: This amendment is a clerical change; 
and the House recedes with an amendment making a further 
clerical change. 

On amendment N,o. 396: The House bill imposed a tax upon 
photographic films and plates equivalent to 10 per cent of the 
manufacturer's selling price. The Senate amendment reduces 
this tax to 5 per cent; and the House recedes. 

On amendment No. 397: This amendment is a clerical change; 
and the House recedes with an amendment making a further 
clerical change. . 

On amendment No. 398: The House bill irnpo e<l a tax upon 
candy of 10 per cent of the m~ufacturer's selling pri.ce. The 
Senate amendment reduces this tax to 5 per cent; and the House 
recedes. · 

On amendment No. 399 :· This amendment is a clerical change; 
and the House recedes with an amendment making a further 
clerical change. . 

On amendments Nos. 400 and 401: These amendments are 
clerical changes ; and the House recedes. ~ 

On amendments Nos. 402 and 403 : The House bill imposed 
upon pistols and revolvers a tax of 25 per cent of the manufac­
turer's selling price. The Senate amendments reduce this tax 
to 10 per cent ; and the House recedes. . 

On amendment No. 404: 1.'his amendment imposes a tax .upon 
hunting and bowie knives equivalent to 10 per cent of the manu­
facturer's selling price. The House recede with an amendment 
making a clerical change in the paragraph number, . 

On amendment No. 405: This amendment is a clerical change; 
and the Senate recedes; . 

On amendment No. · 406: The House bi11 impo ed a tax upon 
bowie knives equivalent to 100 per cent upon ,the .manufa<:turer's 
selling price. The Senate amendment strikes out this ·tax and 
by Senate amendment No. 404 impo es n h.!:\: Qf lO p~r cept on 
such knives. In view of the House lwYiu;; ugree<l to the rate 



1919. CONGRESSIONAL RECORD-HOUSE. ~999 
. . -
illll10 etl by amendment No. 404, the House recedes in this amend­
ment. 

On alllendment No. 407: This amendment is a clerical change; 
and the Sennte reredes. 

On alllendments Nos. 408 all(]. 409: The House bill levied a tax: 
upon electric fan equivalent to 10 per cent of the manufacturer's 
selling price. '.f.he Senate amendment imposes a tax of 5 per 
cenL on portao!c elet:tric fans; and the House recedes. 

On amendment :Ko. 410: This amendment is a clerical change; 
and the Senate recede~. 
· Ou amendment No. 411: This amendment is a clerical change; 
and the House r'~cedes. 

On amendment No. 412 : . The House bill imposed a tax upon 
thermos and thermo:->tatic bottles and similar containers equiva­
lent to 10 pet· cent of the manufacturer's selling price. The 
Senate a menllment red nces this tax: to 5 per cent; and the House 
recetles. · . 

On ameuclment No. 413: '.rhe House· bill imposed a tax upon 
tape ·tries and textiles for furniture coverings or hangings as 
interior ·decorations, and upon woolen rugs, equivalent to 10 per 
cent of the manufacturer's selling price. The Senate amendment 
strikes out thi. · tax; and the House recedes. 
· On amenduwnt No. 414: This amendment is a clerical change, 
and the House recedes with an amendment making a further 
clerical change. 
· On amendment No. 415: '.rhe House bill imposed. a tax upon 
photographs, !H'oductionR, or reproductions, equivalent to 10 per 
cent of · the' pt·o<lucer's selling price. The Senate amendment 
strikes out this tax; and the House recede . 

On amendment No. 416: The House bill imposed a tax upon 
cash registers equimlent to 10 per cent of tpe manufacturer's 
selling price. The Senate umenument strikes out this tax; and 
the House recedes. 

On amendment No. 417 : This amendment is a clerical change; 
and t.he House recedes with an amendment making a further 
clerical change. 
' On amecdlllent No. 418: The House bill imposed upon auto­
m::-.tic slot weighing and \ending machines n tax equivalent to 
10 per cent of the manufacturer's selling price. The Senate 
amendment reduces this tux to 5 per cent; and the House re­
cedes with an amendment making the tax 5 per cent in case of 
the vending machines and 10 per cent in the case of the weigh­
ing machines. 

On amendment No. 419: The House bill in a different section 
(sec. 1007, amendment No. 523) provided that on and. after 
January 1, 1919, every ·manufacturer of automatic Yending or 
·we1ghing machines who · operates such machines shall pay an­
nually an excise tax equivalent to 5 per cent of the gross amount 
received by him from such operation during the preceding year 
ending June '30. The Senate by amendment No. 523 struck out 
this provision and by amendment No. 419 provided that if the 
manufacturer, producer, or importer of any such machine op­
erates it for profit he shall pay a tax in respect of each such 
machine put into operation equivalent to 5 per cent of its fair 
market Yalue. The House recedes from amendment No. 419, 
but recedes from amendment No. 523 with an amendment adding 
to Senate amendment 419 a clause providing that a manufac­
turer, producer, or importer operating such a weighing machine 
for profit shall pay a tax in respect of each such tnachine put 
into operation equivalent to 10 per cent of its fair market value. 

On amendments Nos. 420 and 421: These amendments are 
clerical changes; and the House recedes with amendments mak­
ing further clerical changes. 

On am·endment No. 422: ·The House bill imposed upon hunt­
ing garments and riding habits a tax:· equivalent to 10 per cent 
of the manufacturer's selling price. The Senate amendment 
adds shooting garments to the articles covered by this tux ; and 
the House recedes. 

0n amendment No. 423: The House imposed a tU-"1:: on bathing 
suits equivalent to 10 per cent of the manufacturer's selling 
price. The Senate amendment strikes out this tax; and the 
House recedes. 
t On amendment Ko. 424: The House imposed upon certain 

specified fur a tax equivalent fo 10 per cent of the manufac­
turer's selling price. The Senate ttmenclment extends the tax 
so as to include all articles made out of fur or articles of which 
fur is a component material of chief "Value. The House recedes 
with a clerical amendment and with an amendment confining 
the tax to articles made of fur on the hide or pelt, or articles of 
which any such fur is the component material of chief value. 

On amendment No. 425: This amendment is a clerical change; 
an<l the House recedes with au amenument making a further 
clerical change. · 

On amendment No. 426: The House bill imposed upon yachts 
and motor boats a tax equiYalent to 10 per cent of the builder's 

selling price. The Senate amendment exempts from this tax 
those " used exclusively " for trade, fishing, and national de­
fense. The House recedes with an amendment confining the 
exemption to those "designed" for trade, fishing, or national 
defense. 

On amendment No. 427: This amendment is a clerical change ; 
and the House recedes. 

On amendment No. 428: This amendment is a clerical change; 
and the House recedes with an amendment making a further 
clerical change. 

On ameddment No. 429 : This amendment is a clerical change; 
and the House recedes. 

On amendment No. 430: The House bill imposed upon toilet 
soaps and soap powder a tax equivalent to 10 per cent of the 
manufacturer's selling price ; the Senate amendment reduces 
this tax to 3 per cent ; and the House recedes. 

On amendment No. 431: This amendment inserts in slightly 
different form matter already stricken out by amendment No. 
37 4 ; and the House recedes. 

On amendments Nos. 432, 433, 434, 435, 436, 437, 438, 439, and 
440: The House bill contained a provision to prevent evasion 
of the tax on articles sold by a manufacturer by selling them 
at less than the fair market price. The Senate amendments 
extend tllis provision to cover the leasing or licensing for exhi­
bition of motion-picture films nt less than the fair market 
price ; nnd the· House recedes. 

On amendment No. 441: The House bill imposed upon ga. aline 
suitable for motor power, sold by the manufacturer, refiner, or 
importer, a tux of 2 cents a gallon. The Senate amendment 
strikes out this tax; and the House re<>edes. 

On amendment No. 442: This amendment is a clu:nge in sec­
tion number; and the House recedes. 

On amendments Nos. 443, 444, 445, and 446: The House bill 
imposed· upon sculpture, paintings, and statuary solu by any 
person otheL' than the artist a tax: equiYalent to 10 per cent of 
the price fot· which so solU. Senate amendment No. 443 auds 
to this list art porcelains and bronzes; and ihe House recedes. 
Amendment No. 444 adds to tWs list antique furniture sold by 
any person; and the Senate recedes. Amendment No. 44i3 ·re­
tluces the rate from 10 per cent to 5 per cent; and the Senate 
recedes. Amendment No. 446 provides that the tax shall not 
apply to the sale of any such article to nn educational institu­
tion or art museum. The House recedes with an amendment 
confining the exemption to sales to educational institutions or 
public art museums. 

On amendment No. 447: 'l'his amendment is n change in sec-
tion number; and the House recedes. . 

On amendments Nos. 448 and 449: These amendments are 
clerical changes; and the llouse recedes. 

On amendment No. 450: This amendment provides that the 
excise taxes imposed in Title IX shall without assessment ·by the 
commissioner or notice from the collector be due and payable to 
the collectors at the time of filing each monthly retunt, and 
pi·oyides a penalty for nonpayment; and the Hou e recede::;. 

On amendment No. 451: Tbis amendment is a chan~e in sec­
tion number ; and the House recedes. 

On amendment No. 452: 'l'he House bill provided thn.t the tax 
on the excess amount paid for certain articles shoul<l ·go into 
effed on November 1, 1918. The Senate amendment changes 
this date to May 1, 1919; and the House recedes. 

On amendment No. 453: The House bill imposeu a tux equl\a­
lent to 20 per cent _of so much of the amount paid for certain 
articles (specified in section 905 of such bill) as is in· excess of 
the price specified in such section as to each such article · when 
sold for consumption or use. The Senate nmendment reduces 
this to 10 per cent ; and the House recedes. 

On amendment No. 454: Tbis amendment limits the npplica­
tion of the tax referred to in the preceding amenument to arti­
cles sold by a dealer. The House recedes with an amendment 
making the limitation apply to articles sold by or for a <lealer 
or his estate. 

On amendment No. 455: This amendment strikes from the 
articles subject to tax referred to 1.11ider amendment No. 453, 
men's and boys' suits or O\ercoats and women'~ and 1ilisses' 
suits, cloaks,. coats, and dresses; and the House reeede~. 

On amendments Nos. 456, 457, 458, 459, 460, 461, 46:..!, 4u3, 
464, 465, and '466: These amenume_nts nrc nll c1erical <:hnnges; 
and the House recedes. 

On amendment No. 467: This amenumerit exempts from the 
tax referred to under amendment No. 453 articles made out o! 
fur or of whicl1 fur is the component material of chief Yaluc. 
The House recedes with an amendment confining .the exemption 
to articles made of fur on the hide or pelt or of which any such 
fur is the -component material of chief \·alue: 
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· On amendment No. 468 : This amendment is n clerical change ; 
and the House recedes. · 

On amendment No. 469: This amendment is a clerical change: 
and the House recedes "With an amendment making a further 
clerical change. 

On amendment No. 470: This amendment is a clerical change 
made necessary by the adoption of amendment No. 455; and the 
House recedes. 

On amendment No. 471. This amendment is a change in sec-
tion number ; apd the House recedes. . 

On amendment No. 472: The House bill provided that the jew~ 
elry tax should go into effect on November 1, 1918. The Senate 
amendment changes this gate to April l, 1919; and the House 
recedes. 

On amendment No. 473: The House bill imposed a tax upon 
articles made of, or ornamented, mounted, or :fitted with, precious 

·metals or imitations thereof or ivo1·y. The Senate amendment 
excludes surgical instruments falling within this class; and the 
House recedes. 

On amendment No. 474: This amendment cOnfines the jewelry 
tax imposed by the House to articles sold by a dealer. Tha 
House recedes, with nn nmendm.ent making the tax applicable 
when the article is sold by or for a dealer or his estate. 

On amendment No. 475: The House bill imposed upon jewelry 
and similar articles when sold for consumption or use a tax 
equivalent to 10 per cent of the price for which soid. The Sen­
ate amendment reduces this to 5 per cent; and the House recedes. 

On amendm~nt No. 476: The House bill provided that the jew­
elry tax should not apply to articles sold by any person whos~ 
principal business is not the sale of -such articles for consumption 
or use and whose gross receipts from the sale of such articles 
during the preceding year does not exceed $200. The Senate 
amendment strikes out this exception; and the House recedes. 

.on amendment No. 477: This amendment is a clerical change; 
and the House recedes. 

On amendment No. 478: This amendment provides that the tax 
upon je"Welry shall without assessment by the commissioner or 
notice from the collectors be due and payable to the collectors 
at the time of filing each monthly return, and provides a penalty 
for nonpayment; and the House recedes. 

On amendment No. 479: The House bill imposed a tax equiva­
lent to 10 per cent of the amount pilid for any jewelry composed 
'in whole or in part of platinum· when sold for consumption or 
use .. The Senate amendment stl'ikes out this tax:; and the House 
recedes. 
;, On amendment No. 480: This amendment provides. that on 
and after May .1, 1919, any person engaged in the business of 
leasing or licensing for exhibition positive motion-picture films 
containing pictures ready for projection shall pay monthly an 
excise tax of 5 per cent of the total rentals during the p1·eceding 
month ; 11nd the House recedes with an runendment making a 
clerical change. 
. On amendment No. 481: This amendment is a change in sec­

tion number ; and the House recedes. 
On amendment No. 482: The House bill provided that the tax 

on cosmetics and proprietary and patent medicines should go into 
effect "On November 1, 1918; the Senate amendment changed this 
date to May 1, 1919 .; :and the House recedes. 
. 9n amendments No"'. 483 and 484: The House bill imposed 

upon cosmetics and propr1etru.·y and patented medicines a tax 
of 1 cent for each 10 cents or fraction thereof when sold for con­
sumtJtion or use. The Senate amendments reduce this rate to 
~cent for each 25 cents or fraction thereof and con:tlne the tax 
to cases where the article is sold by a dealer. The House re­
ced~s from amendment No. 483, fixing the rate, and 1·ecedes from 
nmendment No. 484 with n.n amendment limiting the application 
of the tax to cases "Where the articles are sold by or for a dealer 
or J ~ :.s estate. . 

On amendment No. 485; This amendment provides that the 
House tax on proprietary and patent medicines should not upply 
to the sale of medicinal preparations which ar~ not advertised 
to the general lay public. The House recedes With an amend­
ment limiting the exemption to vaccines and bacterines whiCh 
m·e not aclverti ed to the general lay public, and to the sale of 
Inedicinal preparations, not so ndverti eli, by a physician in per~ 
sonal attendance upon a pa-tient. 

Qn amendments No . 4 6 nnd 487: These amendments. strilie 
out the floor t;.;'lxes impo eel by the Hou e bill upon the articles 
subject to the exd.se taxes held by a dealer ancl intended for :$ale 
on the day after the pa age of this net ; nnd the House rece.d~s. 

On amendment No. 488: The House bill im:oo.sed upon a do­
ru tic corporation an annunl exci e ta:t equivalent to $1 for 
each 1,000 of so much of the fair average value of it::J capital 
stock for tile preceding year a.s is in excess of $5,000. It a1so 
provided that in estimating the value of the capital stock the 

surplus and undivided profits should be included. This is the 
basis of the tax under the present law, with the rate increased 
100 per cent. The Senate amendment changes the basjs of the 
tax from the fair average value of the capital stock to the 
amount of the net assets shown on the books as of the close of 
the preceding income-ta.x year ; and the Senate recedes. 

On amendment No. 489: The House bill based the capital stock 
tax in the case of foreign corporations upon the average amount 
of " capital actually invested" in the UnHed States. The Senate 
amendment changes this basis and places this tax upon the 
average amount of "capital employed" in the United States;_ 
and the House recedes. · 

On amendment No. 490 : This amendment, as part of the Sen· 
ate's general plan of insurance taxation, strikes out the House 
provisions relating to the computation of .the capital stock tax 
in the case of insurance companies; and the Senate recedes. 

On amendment No. 491: This amendment is a clerical change; 
and the Senate recedes. . 

On amendment No. 492: This amendment, as part of the Sen­
ate's general plan of insurance taxation, specifically exempts in· 
surance companies from the capital stock tax. The House 
recedes with an amendment making the tax specifically applica­
ble to mutual insurance companies and providing that in tho 
case of every such domestic company the tax shall be based upon 
the sum of its surplus or contingent reserves maintained for the 
general use of the business a.nd any reserves the net additions 
to which are included in the net income under the provisions 
of Title II, as of the close of its preceding income tax year; and 
providing that in the case of a foreign mutual insurance company 
the tax shall be based upon the same proportion of the sum of 
such surplus and reserve which the reserve fund upon business 
transacted within the United States is of the total reserT"e upon 
all business transacted. 

On amendment No. 493: This amendment is a clerical change; 
and the Senate recedes. · 

On amendment No. 494: This amendment is a clerical change 
striking out certain language which is reinserted in slightly 
changed form at ·a di1I"erent place by amendment No. 511 ; and 
the House recedes. 

On amendment No. 495: The House bill imposed a special 
license tax upon brokers at $100 a year. The Senate amend­
ment reduces this to $40; and the House recedes with an 
amendment making the rate $50. 

On amendments Nos. 496 and 497: The House bill pro...-ided 
that brokers who are membe1·s of stock or produce exchanges 
should pay . in addition to the license tax imposed upon all 
brokers additional amounts as follows: If the average value 
during the preceding year ending June 30 of a seat or member­
ship in such exchange was not more than $2,000, $50; if such 
T"alue was more than $2,000 and qot more than $5,000, $100 ; if 
such value was more than $5,000, $150. The Senate amendments 
strike out the additional tax of $50 where the value of the 
seat was less than $2,000; and the House recedes . 

On amendment No. 498: This. amendment provides in addition 
to the pawnbroker's license ta~ an additional tax based on the 
value of the gross receipts for the preceding year; and the Sen­
ate recedes. 

On amendment No. 499: The Rouse bill provided for a special 
license tax ·on ship brokers of $50 per year. The Senate amend­
ment reduces this to $40; and the Senate recedes. 

On amendment No. 500: The House bill provides for a special 
license tax on customhouse brokers of $50 per year. The Senate 
amendment reduces this tax to $40; and the Senate recedeS'. 

On amendment No. 501 : This amendment exempts from the 
special license tax on proprietors of theaters, museums, and 
cgncert halls, edifices owned by .. religious, educational, or charit­
able institutions, societies or organizations where all the pro­
ceeds from admissions inure exclusively to the benefit of such 
institutions, societies, or organizations, or exclusively to the 
benefit of persons in the military or naval forces of the United 
States; and the House recedes. 

On amendment No. 502: The House bill imposed a special 
license tax on ci1·cus proprietors of 200 per year. The Senate 
amendmel)t reduces this to $100; and the House recede . . 

On amendment No. 503: The House bill impo ed a special 
license tax on proprietors or agents of public exhibitions or 
shows not otherwise enumerated of $20 per year. The Senate 
amendment reduces this to $L5; and the House recedes. 

On amendment No. 504: The House bill provided that an 
aggregation 'Of entertainments known as treet fairs should not 
pay a larger tax than $200 in uny State, Territory, or the Di ~ 
trict of Columbia. The Senate amendment reduce this to $100; 
·and the House recedes. 

On amendments • Nos . .505, 506, U07, and 508: The House bill 
imposed upon persons carrying on the business of operating 
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sight-seeing :lUtomobiles an annual tax equivalent to 10 per cent 
of the gross receipts during the preceding year ending June 30 
from the operation of each such automobile having a seating 
capacity of more than seven. The Senate amendment, in lieu 
of this tax:, imposes upon persons carrying on the business .of 
operating or renting passenger automobiles for hire an annual 
tiL~ of $10 for each such automobile having a .seating capacity 
of more than two and not more than seven and $20 for each such 
automobile having a seating capacity of more than seven; and 
the House recedes. 

On amendment No. 509: The House bill provided that every · 
person carrying on the business of a brewer, distiller, or liquor 
dealer in any place contrary to State laws shall pay in addition 
to all other taxes $1,000 annually, and provided that the pay­
ment of this tax should not be held to exempt any person from 
the penal provisions of the local laws. The Senate amendment 
strikes out this provision; and the Senate recedes. 

On amendment No. 510: The House bill imposed a special 
license tax upon persons engaged in any trade, business, or pro­
fession, with certain exceptions. The Senate amendment 
strikes out this tax; and the House recedes. 

On amendment No. 511: This amendment is a clerical change 
inserting in slightly different form matter stricken out by 
amendment No. 494; and the House recedes. 

On amendments Nos. 512 and 513: The House bill provided 
that manufacturers of tobacco whose annual sales exceed 
100,000 and do not exceed 200,000 pounds shall each pay $24 
annually, and that manufacturers of tobacco whose annual sales 
exceed 200,000 pounds shall pay annually at the rate of 16 cents 
:per thousand pounds or fraction thereof. The Senate amend­
ments do not change the provisions of the House bill as to 
manufacturers of tobacco whose annual sales are between 
100,000 and 200,000 pounds, but provide that where the annual 
sales exceed 200,000 pounds the manufacturer shall pay annu­
ally $24 and at the rate of 16 cents per thousand pounds or 
fraction thereof in respect to the excess over 200,000 pounds; 
and the House recedes. 

On amendments Nos. 514 and 515: The House bill provides 
that manufacturers of cigars whose annual sales ·exceed 200,000 
and do not exceed 400,000 cigars shall each pay $24 annually, 
and that manufacturers of cigars whose annual sales exceed 
400,000 cigars shall each pay annually at the rate of 10 cents 
per thousand cigars or fraction thereof. The Senate amend­
ments do not change the provisions of the House bill as to 
manufacturers of cigars whose annual sales are between 200,000 
and 400,000 cigars, but provide that where the annual sales 
exceed 400,000 cigars the manufacturer shall pay annually $24 
and at the rate of 10 cents per thousand cigars or fraction 
thereof in respect to the excess over 400,000 cigars ; and the 
House recedes. 

On amendment No. 516: '.rllis amendment changes the basis 
of computing the tax on yacht users from net to gross tonnage; 
an<l the Senate recedes. 

On amendment No. 517: The House bill exempted from the 
spedal ta.~ on users of yachts and motor boats those used ex­
clu -h·ely for trade or national defense. The Senate amend­
ment extends the exemption to those used exclusiYely for fish­
ing ; nnd the House recedes. 

On amendments Nos. 518 and 519: These amendments are 
clerical changes; and the Senate recedes. 

On nmendment No. 520: Tllis amendment provides in case of 
special license taxes that if the corresponding tax imposed by 
the revenue act of 1916 was not payable by stamp an amount 
paiU under such act for any period for which the correspond­
ing tax is also imposed by Title X of the bill may be credited 
against the tax imposed by such title; and the House recedes. 

On amendment No. 521: The House bill imposed upon mail­
order houses an annual tax equivalent to 1 per cent of the 
anuual gross receipts in excess of $100,000. The Senate amend­
ment strikes out this tax; and the House recedes. 

On amendment No. 522: The House bill imposes a special 
licen e tax upon users of automobiles and motorcycles. The 
Seuute amendment strikes out this tax, and the Hou e recedes. 

On amendment No. 523: The House bill imposed a tax upon 
the manufacturer of automatic vending and weighing machines 
operating such machines equivalent to 5 per cent of the annual 
gro s amount received by the manufacturer from such operation. 
The Senate amendment strikes out this provision; and in view 
of the conference agreement under amendment 419 the House 
recedes with an amendment, which is explained in connection 
with that amendment. . 

On amendment No. 524: This section pro,i<les a penalty fo1· 
any person who carries on any business or occupation for which 
a special license tax is imposeu by Title X of the !Jill without 
having paid such tax; and the House recedes. 

On amendment No. 525: This amendment is a change in sec­
tion number ; and the House recedes. 

On amendments Nos. 526, 527, 528, 529, and 530: These amend­
ments are clerical changes ; . and the House re<_;edes, with a minor 
clerical change in amendment No. 526. 

On amendment No. 531: This amendment provides that the 
physicians, dentists, veterinary surgeons, and other practitioners 
who are required to pay a special tax under the Harrison ·N ar­
cotic Act as amended, in respect to the business of distributing, 
dispensing, and giving away or administering any of the narcotics 
specified in that act, shall be only such persons as are in attend­
ance upon patients " in the course of their professional prac­
tice " ; and the House recedes. 

On amendments Nos. 532 and 533: The House bill provided 
that it shall be unlawful for any person to purchase, sell, dis­
pense, or distribute any of the drugs specified in the Harrison 
Narcotic Act except in the original stamped package or from the 
original stamped package, and exempted from this provision the 
dispensing, administration, or giving away of any such drug to 
a patient by a registered physician, dentist, veterinary surgeon, 
or other practitioner in personal attendance upon such patient. 
The Senate amendments struck out the requirement of personal 
attendance and confined the exception to cases where the practi· 
tioner was acting in the course of his professional practice; and 
the House recedes . 

On amendments Nos. 534 and 535: The House bill repealed all 
the provisions of section 6 of the Harrison narcotic act, which 
exempts certain preparations and remedies containing small 
quantities of narcotics from the provisions of that act, but re­
tained those provisions of section 6 which exempted from the 
operation of the Harrison Act decocanized coca leaves from which 
all cocaine has been extracted. Senate amendment No. 534 
struck out this provision of the House bill, and Senate amend· 
ment No. 535 amended section 6 of the Harrison Act by adding 
a proviso requiring the keeping of records by the manufacturer, 
producer, or compounder of the preparations and remedies which 
under such section are exempted from the operation of the nar­
cotic act. The House recedes from amendment No. 534 and re· 
cedes from amendment No. 535, with an amendment (1) retain­
ing section 6 of the Harrison Act with a few verbal amendments, 
(2) providing more carefully for the keeping of the records pro­
vided for in the Senate amendment, and (3) providing that such 
records need not be kept by the manufacturer, producer, com· 
pounder, or vendor of preparations or remedies made out of dc-­
cocanized coca leaves or other preparations of coca leaves which 
do not contain cocaine. 

On nmendments Nos. 536 and 537: These amendments nre 
changes of section numbers ; und the House recedes. 

On amendment No. 538: The House bill provided that the 
stamp taxes should take effect on November 1, 1918; the Senate 
amendment changes this date to April 1, 1919 ; and the House 
recedes. 

On amendments Nos. 539, 540, and 541: The House bill imposed 
a stamp tax of 50 cents upon all policies of guaranty and fidelity 
insurance. The Senate amendments strike out this tax; and the 
Senate recedes. 

On amendment No. 542: The House bill provided that where a 
premium is charged for the execution of any fidelity or surety 
bond the stamp tax shall be 1 cent on each dollar or fractional 
part thereof of the premium charged, and that policies of rein· 
surance shall be exempt from the tax. The Senate amendment, 
as a part of the general plan of the Senate bill in taxing insHr· 
ance, strikes out this provision; and the House recedes with an 
amendment providing that where a premium is charged for the 
execution, renewal, or continuance of such a bond the tax shall 
be 1 cent on each dollar or fractional part thereof of the premium 
charged, and that policies of reinsurance shall be exempt. 

·On amendment No. 543: The House bill imposed a stamp tax 
upon sales, agreements of sale, or agreements to sell products 
or merchandise at any exchange or board of trade for fuh1re <leo­
livery. Tbe Senate amendment makes also taxable such sales 
or agreements made under the rules or usages of any exchange 
or board of trade for future delivery ; and the House rece<leK 

On amendment No. 544 : This amendment imposes a stamp 
tax of 5 cents on each dollar or fractional part thereof of the 
premium charged for policies of insurance against peril on the 
sea or inland waters or in transit by land, or by fire, lightning, 
tornado, etc., is..-;ued to a domestic corporation or partnership, 
or resident of the United States by any foreign insurer when such 
policy is not signed or countersigned by an officer or agent of the 
insurer in the United States in a locality within which such in­
surer is authorized to tlo business; and the House recedes with 
an amendment reducing the rate to 3 cents on each dollar or frac­
tional part thereof of the premium, and exempting such policies 
from the policy tax imposed -by section 503 of the bilL 
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On amendment No. 545: This amendment strikes out the pro· edged before two witnesses instead of under oath, if the amount 
visions of the House bill e:reating an advisory tax board, but the of the tax is not in excess of $10; and the House recedes. 
Senate by amendment No. 550 reinserted this matter in a differ· On amendment No. 556: This amendment is a clerical change; 
ent form at another place; and the House recedes. and the House recedes. 

On amendment No. 546 : This amendment imposes a tax of 10 On amendment No. 557: This amendment provides that where 
per cent on the net profits fl·om the operation of (a) any mine a tax under this act is required to be paid by the purchaser to 
or quany situated in the United States in which children under the vendor at the time of a sale and the sale is made on credit, 
the age of 16 years have been employed or permitted to work dur· then under regulations prescribed by the commissioner, with the 
ing any portion of the taxable year; or (b) any mill, cannery, approval of the Secretary, the tax m:ay at the option of the 
workshop, factory, or manufacturing establishment situated in vendor be returned and paid by him to the United States as 
the United States in which children under the age of 14 years if paid to him by the purchaser at the time of the sale, and gives 
ha"le been employed or permitted to work, or children between a right of action in such cases to the vendor against the pur· 
the ages of 14 and 16 have been employed or permitted to work chaser for the amount of the tax; and the House recedes. 
more than eight hours in any day or more than six days in any On amendment No. 558: This amendment provides that under 
week, or after the hour of 7 o'clock p. m., or before the hour of regulations made by the commissioner, with the approval of the 
6 o'clock a. m., during any portion of the taxable year. Such Secretary, the taxes on beverages, cigars, and tobacco, and the 
ta.x is not to apply in the case of an employer relying in good excise taxes shall not apply in respect to articles sold or leased 
faith upon an employment certificate issued under regulations for export and in due course so exported. It also provides that 
prescribed by a board composed of the Secretary of the Treas· under proper regulations the amount of any internal-revenue 
ury, the Secretary of Labor, and the Commissioner Of Internal tax erroneously or illegally collected in respect to exported arti­
Revenue; nor in the case of an employer who satisfies the Secre. cles may be refunded to the exporter instea<l of to the manufac· 
tal'Y of the Treasury that his employment of a child unuer the turer, if the manufacturer waives his claim to refund; and the 
prescribed ages was due to an honest mistake of fact as to the House recedes : 
age of such child; and the House recedes. On amendment No. 559: This amendment is a clerical change; 

On amendment No. 547: The House bill provided that deputy an<l the Senate recedes. 
collectors appointed under the appropriation made by the bill On amendments Nos. 560 and 561: These amendments are of a 
for the expenses of the Internal Revenue Bureau should be clerical and administraUve character designed for the relief of 
appointed under the civil service, as well as all other employees persons who have made a contract for the sale of articles taxable 
under such appropriation. The Senate amendment permits under the act before notice of a tax imposed by it, under circum­
deputy collectors of a class now outside the civil-service law stances under which they can not pass the tax along to the pur­
to be appointed without regard to civil- e1~vice requirements; chaser; and tl1e House recedes from amendment No. 5 0 and 
and the House recedes. recedes with minor clerical changes from amendment No. !361. 

On amendment No. 548: This amendment authorizes expendi- On amendments Nos. 562,563,564, and 565: The e amendments 
tures for furniture out of the appropriation made by the bill are clerical changes ; and the House r-ecedes. 
for the expenses of collecting internal-re•enue taxes for the On amendment No. 566: 'I'he House bill provided that certifi­
current fiscal year; and the House recedes with a clerical cates of indebtedness and uncertified checks may be received in 
amendment. payment of income, war-profits, and excess-profits taxes. The 

On amendment No. 549: This amendment authorizes the ex· Senate amendment permits them to be received also in payment 
penditure of not exceeding $500 for street car fares in the Dis· of any other taxes payable other than by . 'tamp ; and the House 
trict of Columbia out of the appropriations made by the bill recedes. 
for collecting internal-revenue taxes for the current fiscal year; On amendment Ko. 567: Thi amendment amends section 3315 
and the House recedes. · of the Revised tatutes . o as to permit the commissioner, with. 

On amE!ndment No. 550: This amendment provides th.nt not the approval of the S-ecretary, to issue stamps for restamping 
more than $60,000 of the amount appropriated by the bill for package of wines which have been duly stamped and from which 
the collection of internal-revenue taxes may be expended for the stamps ha"le been lost by unavoidable accident; and the 
salarie and tra"leling expenses of members of an advisory House recedes. 
tax board, to be appointed by the commissioner, with the ap- ~n amendment No. 568: This amendment is a change of . ·cction 
proval of the Secretary, and provides that, under rules pre- number ; and the House recedes. 
cl'ibed by the commissioner and approved by the Secl'etary, On amendment No. 569: This amendment amended .... ection 

the Secretary or the commissioner may, and 'On the request of 3689 of the Revised Statutes so that the permanent appropria· 
any taxpayer interested shall, submit to the b~ard any question tiori provided in that ection could be used to pay judgments, 
relating to the income and excess-profits tax Jaws. The House inclucling interest and costs, rendered for taxes or penalties 
1·ecede with an amendment substantially reinserting the pro- erroneously or illegally assessed or collected under the internal· 
'-i ·ions of tl1e House bill stricken out by n.mend.ment 545, pro. revenue laws, notwithstanding the limitations imposed by the 
viding (1) that the board is to be composed of not to exceed act of Jtme 20, 1874. The Hou e recedes with an amendment 
six member , to be appointed by the commi sioner, with the repealing that portion of section 3689 of the Revi ed Statutes 
nppron\l of the Secretary, at an annual salary of $9,000; (2) relating to the refunding o.f internal-revenue taxes erron on ly, 
that the board is to remain in existence for two years after the or illegally collected, and providing that the Secretary of the 
pa age of the act, unless the commissioner, with the approval Trea ury shall submit for the fiscal year 1921 and annually there· 
of the Secretary, designates an earlier time for the termina- itfter an estimate of appropriations to refund and pay back duties 
tion · of its exi tence; and (3) that the commissione1· may, or taxes erroneously or Hlegally assessed or collected under_ the 
and at the request of any taxpayer directly interested shall, internal-revenue laws, and to pay judgments, including interest 
refer to the board any question relating to the income, war· and costs, rendered for taxes erroneously or illegally a es ed 
profit , or exce s-profits tax laws. or collected under the internal-revenue laws. 

On amendments Nos. 551 and 552: These ·amendments are On amendment No. 570: This amendment is a change of ection 
clerical changes ; and the House recedes. number ; and the House recedes. 

On amendment No. 553: The House bill provided that when~ On amendment ... ro. 571: This amendment is a clerical change; 
e>er in the judgment of · the commissioner neces ary he may and the House recedes. 
require any person by notic-e served upon him to. make a return On amendment No. 572: This amendment amends sections 3164 
or such tatements as he deems sufficient to show whether or and 3165 of the Revised Statutes. Section 3164 of the Revised 
not such per on is liable to tax. The Senate amendment strikes Statutes provides that if a collector of internal revenue llas 
out thi pro\-1. ion and inserts a pronsion authorizing the com- knowledge of any violation of any revenue law he shall file with 
mis ioner, with the approntl of the Secretary, to require any the district attorney a statement of the facts of the case within 
per on, whether liable to tax or not, to file returns of income 10 days after coming into posse · ion of such knowledge. The 
or such tatements as may be deemed by him to be sufficient to section as rewritten by the Senate make.s it the duty of the col· 
how whether or not such per on is so liable; and the Senate lector, within 30 days after coming into po session of knowledge 

r ecedes. ' of any willful violation of any revenue law, to file a statement 
On amendment No. 554: Tlli amendment consolidates and thereof with the district attorney, and makes minor clerical 

ruake. admini trative change in the penalty provisions of the changes in that section. The Senate amendment to section 3165 
bHl; and the Hou. e recedes. of the Revised Statutes adds internal-revenue agents to the class 

On amendmtmt No. 555: By this amendment the commissioner j of officers authorized by that section to administer oaths and 
may 1uake regulations, with the app1·oval of the Secretary, pro · take evidence in relation to the administration of the internal· 
' ' iiling that any return required to be under oath by .the por· revenue laws; and the House recedes. 
tions of .the bill relating to transportation, beverages, tobacco, On amendment No. 573: The House bill provided a method of. 
ntlmissions,. excise, or pecial taxes, may be signed or acknowl- making a return or list ''here any person fails to make snell 

• 
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return or list at the time prescribed by law. The Senate amend~ 
mcnt extends the provision to cover cnses where a return .or list 
is not made at the time prescribed by regulation made under 
authority of law; and the House recedes. 

On amendments Nos. 574 and 575: The House bill pro-vided 
that in ·case of failure to make a return at the proper time there 
shall be added to the tax 50 per cent of its amount, and if a 
false and fraudulent return is willfully made there shall be 
added to the tax 100 per cent of its amount. The Senate 
amendments reduce these penalties to 25 per cent and 00 per 
cent, respectively ; and the House recedes. 

On amendment No. 576: This runendm~nt is a change of sec­
tion number; and the House recedes. 

On amendment No. 577: The House bill provided that if any 
person is summoned under Title XIII to appear to testify or 
produce books, the district courts should have jurisdiction to 
enforce obedience. The Senate amendment extended the pro­
vision to cover the cu e of any person summoned under this 
act ; and the House recedes. 

On amendment No. 578: This amendment gives jurisdiction 
to the district courts of the United States to issue in actions at 
law and suits in .equity certain writs and orders, such as are 
necessary or appropriate for the enforcement of the -provisions 
of this act; and the House recedes with an amendm~nt ccmfin­
ing the jurispiction of the ·court to cases where the relief is 
asked for by the United States. • 

On amendment No. 579: '£his amendment is a change of sec­
tion number ; and tile House recedes. 

On amendment No. 580: This amendment is a clerical change; 
and the House recedes. 

On r.~endment No. 581: The House bill provided for the ac­
ceptance of United tates bonds in lieu of sureties .on bonds 
required to be furnished by law. The Senate amendment 
added provisions for the protection of the United States and 
mechanic· and material men; and the House recedes with a 
clerical amen!}ment. 

On amendment No. G82: The House bill provided for the re­
peal of any act inconsistent nith this act. The Senate amend­
ment specifies a number of acts and parts of acts to be repealed, 
all of which are incorporated in this bill; and the House re­
cedes. 

On amendments Nos. 583, 584, 585, 586: These amendments 
are clerical changes ; and the House recedes. 

On amendments Nos. 587 and 588: These amendmentS are 
clerical changes; and the Senate recedes. 

On amendments No . 589, 590, 59~, and 592: These amend­
ments are c1e1ical changes; and the House recedes. 

On amendment No. 593: This amendment reduces the rate of 
po tage on first-cla s mail matter, effective July 1, 1919 to the 
1·a.tes in force before the passage of the last revenue a~t; and 
the House recedes. 

. . 
plicable to the District of Columbia, thus making it unlawful to 
transport liquors in or out of the District; and the House re­
cedes with an amendment changing the section number. 

On amendment No. 601: This amendment provides that every 
individual, partnership, and corporution which, since the 6th 
day of April, 1917, has entered into any contract, undertaking, 
agreement. or transaction with the United States, or with any 
agency, officer, or commission•of the United States, or with any 
other person, partnership. or corporation having contract rela­
tions with the United States, for the performance of any work 
or for the supplying of any materials or property for the use 
of or for the account of the United States, shall file with the 
Commissioner of Internal Revenue and with the Attorney Gen­
eral, within 60 days after the passage of this act, a true and 
correct copy of every such contract, undertaking. agreement, m· 
transaction, together with a tl"lle, accurate, and complete state­
ment of all work and labor performed and materials and prop­
erty supplied and an account of all moneys or other things o! 
value received, expenses incurred, and profits made and realized 
from sucl1 conh-act, undertaking, agreement, or transaction. 

The House recedes with an amendment providing that {1) 
every person who on or after April 6, 1917, has entered into any 
contract, undertaking, or agreement with the United States, 
or with any department, bureau. officer, commission, board, or 
agency under the United States or a<'ting in as behalf, or with 
any other person having contract relations with the United 
States for the performance of any work or the supplying of 
any materials or property for the use of or for the account of 
the United States, shall, within 30 days after a request of the 
commissioner therefor, file with the commissioner a true and 
correct copy of every such contract, undertaking, or agreement; 
and (2) authorizing the commissioner (when not violative of 
the technical military or naval secrets of the Government) to 
have access to all information and data relating to any such 
contract, undertaking, or agreement in the possession, control, 
or custody of any department, bureau, board, agency, officer, or 
commission of the United States, and to call upon any such 
department, bureau, board, agency, officer, or commission for 
a full statement and description of any allowance for amortiza­
tion, obsolescence, depreciation, or loss, or of. any valuation, 
appraisal, adjustment, or final settlement made in pursuance 
of any such contract, lmdertaking, or agreement. · 

On amendment No. 602: This amendment makes a change in 
section number; and the House recedes with an amendment 
making a nu·ther change in section number. 

CLAUDE KITCHIN, 
HE iffiY T. RAmEY, 
LINCOLN DIXON, 
JOSEPH W. L'ORD~~Y, 
J. lliMPTO~ Moor.E. 

Ma-nagers on tlze pm·t of the House. 
On amendment No. 594: This amendment repeals the zone 

system for postage for ·second-class mail matter contained ln the The SPEAKER. The gentleman from North Carolina is rec· 
last revenue act and substitutes a rate of 1 cent per pound or ognized for one hour. [Applause.] 
fraction thereof for delivery within the first and second zones : l\1r. LONGWORTH. Mr. Speak~r, I ask unanimous c.onsent 
and 1! ·cents per pound or fraction thereof for delivery in any that the gentleman from North Carolina may proceed untll he 
other zone, effective July 1, 1919; and the Senate recedes. • concludes his remarks. 

On amendments Nos. 595, 596, 597, and 598: These amend- The SPEAKER. The · gentleman from Ohio asks unanimous 
m nts are changes in section numbers, and the Rouse recedes consent that the g-entleman from North Carolina may proceed 
with an amendment making further changes in section numbers. until he concludes his remarks. Is there objection? 

On aiPenument No. 599: This amendment provides that all 1\I.r. MANN. I have no objection to the gentleman from North 
officers and enlisted personnel of the military and naval forces Carolina having all the time ha wants, but long observation has 
1n the war against Germany who have been honorably dis- taught me that if a man ge.ts permission to proceed until he 
charged since November 11, 1918, or who may hereafter be concludes other Members of the House are apt to take up most 
honorably discharged shall be paid one month's salary. The of his time. I suggest that the gentleman take what time he 
House recedes with an amendment substituting for the Senate likes, and then his time can be extended so far as it may be 
provision a section (1) providing th.at $60 shall be paid to each necessary. 
person serving in the military or naval forces of th~ United 1\Ir. KITCHIN. Mr. Speaker, I will ask Members of the 
States in the p1·esent war who has since April 6, 1917, resigned House not to interrupt me until I have finished my general 
or been honorably discharged, or who may hereafter resign sta.tcment. In that I shall try to include the important differ­
or be honorably discharged (l\'ithin one year after the termina- ences between the House and the Senate and explain the \Yay 
tion of the war in the case of officers and not later than the in which tile conferees composed tllose differences. After I 
termination of the current enlistment in the case of enlisted shall have concluded, if any gentleman then desires to ask me 
personnel); (2) provldil1g for the pr.otection of the Go-vernment any questions and I have time I will be glad to a.nswe~ any 
from unjust claims and double payments ; ( 3) providing that question I can. 
this payment in the case of separation from the service before It will be almost impo~ible, certainl.v im.Ln·uctlcable, fot· me 
the passage of the act shall be made as soon as practicable after or anyone to nttempt before tile Hou e eo ~!>lain each and every 
the passage of the net, nnd in the case of separation from the .item of difference on each and eveQ· amendment that the Sen­
servtce after the passage of the act shall be made at the time of ate put on the House bill. 
separation from the service; and ( 4) prortding that these I shall confine my remarks to the important differences and 
amounts ·shall be paid out of the appropriations for " Pay of the the agreements reached by the conferees. The statement of tho 
Army" and "Pay of the Navy," respectively. l managers on the part of the House goe into de~'1ils as to eYery 

On amendment No. GOO: This amendment provides that the single one of the amendments and explains the way in wllich tbe 
so-cnll?d "lle~" or ." b?ne-<lry" amendment relating to trans- conferees disposed of them; nnd if one would take the st.atement 
portabon of liquors rn mterstate commerce shall be made ap- and the bill in his hands and apply the explanation contained in 
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the statement to the bill he would have a ·clear idea of each and 
every one of the amendments and its disposition. 

During the war, in May last, the Secretary of the Treasury 
and the President of the United States advised and urged that 
Congress should enact a revenue law that would produce $8,000,-
000,000 of revenue for a 12-month period. After three or four 
months of arduous labor the Committee on Wars and Means 
presented to the House a bill that. would produce $8,000,000,000 
of revenue. The House unanimously passed that bill. It went 
to the Senate, The Senate Finance Committee proceeded with 
the consideration of the House bill with a view of raising the 
$8,000,000,000. While considering it the war suddenly came to 
a close; the armistice was signed. The Secretary of the .Treas­
ury then addressed a letter to Senator SruMO::\'S, chairman of 
the Finance Committee of the Senate, and to myself, as chair­
man of the Committee on Ways and Means, advising and urging, 
s_ince the war had ceased and our expenditl.wes would neccs arily 
be reduced, that the bill be modified in the Senate to the extent 
of reducing for tins fiscal year the tax levy from $8,000,000,000 
to $6,000,000,000, and to provide for tax levies thereafter-that 
is, after the fiscal year 1919---()f $4,000,000,000 a year. 

The Senate Finance Committee at once proceeded to revise 
the bill with that policy of reduction in view. It finally presented 
a bill to the Senate that would raise the $6,000,000,000 for th_is 
fiscal year and $4,000,000,000 for the next fiscal year. 

Not only did the Secretary ·of the Treasury recommend and 
insist upon that reduction, but the President in his last address 
before Congress just before departing for Europe adv-ised and 
m~ged Congress to adopt the recommendation of the Secretary 
of the Treasury with respect to such _ reduction. I have 
doubted-and I fear that the future will confirm my doubts­
the wisdom of such a large reduction as was advised and urged 
by the Secretru·y of the Treasury and the Pre ident of the 
United States. This year our expenditures "'ill amount to at 
lea. t $19,000,000,000. That is the amount of the Treasury esti­
mates. In my judgment they will amount to at least $20,000,-
000,000 for this fiscal year, some $10,000,000,000 or $12,000,-
000,000 less than we would have had to expend bad the war 
continued. The administration, as I before _ stated, recom­
mended that for this fiscal year the taxes be reduced from the 
House bill of $8,000,000,000 to $6,000,000,000. 
. How are we going to get this $19,000,000,000? 'Ve can get it 

in this way, and in this \vay only: \Ve have received $7,000,-
000,000 from the fourth liberty loan. That amount has been 
expended in our disbursements of this year. Om· receipts from 
war-savings certificates will amount to about $1,000,000,000. 
That makes $8,000,000,000. 'Ve propose to get $6,000,000,000 of 
reyenue from this bill. That makes $14,000,000,000. And the 
Treasm·y Department proposes to issue and sell $5,000,000,000 
more of bonds between now and June 30. These items make up 
the $19,000,000,000. 

If the expenditures run to $20,000,000,000, which, in my judg­
ment, they will, the Secretary of the Treasury will have to 
come to Congress and get a new bond authorization, because the 
$5,000,000,000 that he proposes to sell between now and the 30th 
of Jtme will exhaust the amount of authorizations heretofore 
made by Congress. He would have to come to Cong1.·ess and 
get an authorization for another $1,000,000,000, or else issue 
short-time certificates of indebtedness which later would have 
to be paid by taxes or proceeds of future sales of bonds. The 
total authorizations of bond issues since our entrance into the 
war have been $22,000,000,000 in round numbers. We have sold, 
in round numbers, $17,000,000,000, leaving an authorization of 
$5,000,000,000. 

Now take next year. When the Secretary of the Treasury 
advised a reduction in the revenues for the ·following years­
that is, for the next fiscal year and the years thereafter-to 
$4,000,000,000, his annual report showed that we will require 
at least $6,500,000,000 in order to defray the expenditures of 
the next fiscal rear, a difference between the tax bill- which 
l1e urged and expenditures of $2,500,000,000. I have not been 
wrong in my predictions about increased expenditures when I 
pre .. cnted bond bills and ta:x: bills heretofore. I make another 
prediction, that instead of the expenditures next year being 
$6,500,000,000 they will be nearer $10,000,000,000, unless the 
Pre ident and Congress take a firmer hand in reducing appro­
priations and expenditures than they have heretofore done. 
Of this, I must confess, I am not v-ery hopeful. 

No"·· we hav-e a tax b-ill that will produce, upon the recommen­
(lation of the Secretary o:t the Treasm·y and the President, 
~4,000,000,000 for the fi cal year-1920. Say we receive in addi­
tion to the tax levied by this bill from customs and miscellaneous 
receipts $~"""00,000,000. An expenditm·e of $10,000,000,000 will 
make a deficit of $5,500,000,000 in that ye~r. 'Ve must g~t that 
!rom bonds. If expenditures·are·kept down· t<>:-$6,500,000,000·we 
will still hav-e a defiCit of $2,000,000,000. 'Ve must get that 

from bonds. · When we think of the enormous amount of bonds 
that are already piled up and that will be piled up in the next 
two yea,rs on the American people, which will be a mortgage 
upon them and their children, upon the energies and industries 
of the people for generations to come, we can well doubt the 
wisdom of the policy of making such large tax reductions, espe­
cially when the indush·ies, especially the corporations, of the 
counh·y hav-e made such enormous profits in the last three years. 
Our industries could stand higher taxes, especially in view of 
the net loss and inventory reduction provisions in the bil1, to 
which I shall .refer later. After you deduct an the taxes that 
an the corporations of this country have paid or shall have paid 
for the years 1916, 1917, and 1918, and then deduct the average 
amount of incomes and profits that those corporations were mak­
ing for the three prewar years, they will then have, in round 
numbers, $10,000,000,000 of clear net profits. In other words, 
give them first the average net income of $4,122,000,000, which 
the corporations were making during the three prewar years, or. 
the total for the three years of $12,366,000,000. Then add to that 
every dollar of taxes that they shall hav-e paid under this bill 
and under all other bills for the years 1916, 1917, and 1918. 
Then deduct that from the total amount of profits which they, 
made in those years, and they will then hav-e a clear net gain 
of $10,000,000,000. In other words, they h~_ve made in the three 
war years a total net profit, after deducting all taxes, of over 
$22,000,000,000. That is already made. That is already on the 
books. That is already piled up in their sm·plus and increase 
of capital and new investments. It would not hav-e dcstroye<l 
the industries of this country if we could have raised ·a little 
more tax in this bill. I believe that tbe farseeing and broad­
visioned business man, when he . its right down and looks the 
question squarely in the face, will conclude with me that it is 
very doubtful whether we should hav-e made . uch big reduc­
tions in the taxes in this bill, inevitably re ulting in a longer 
permanent mortgage by bonds on the .energies and industries of. 
business. 

'Ve all know that there must be a transition period from war 
conditions to peace conditions, and in that time of· tran ition 
there will be shrinkages in Yalues, shrinkages in inventories. 
There will be losses, but the Senate initiated and the conferees, 
I think, have perfected provisions that will take care IJf indus­
tries that are going .to hav-e the ·e net lo ·.·es an<l the shrinkage 
of inventories on account of the transition period. With thi~ 
taken care of, the industries could hav-e tood a little more tax. 
I fear that instead of our bondeu indebtednes being $25,000,-
000,000, :;ts at the end of this fiscal year, it will be nearer $30,000,-
000,000 at the end of the next fiscal year. A bonded indebtedness 
of $30,000,000,000 is going to mean an annual interest charge of 
about $1,275,000,000, which must be paid by annual taxes. · Such 
annual interest or tax charge i twice .as much as the total 
amount of taxes we collected a year from all sources before the 
European war began. If we deduct the interest which we hope 
and propose to get from the allies for the $8,500,000,000 which 
we have and shall have loaned them by the end of this fiscal year, 
which will amount to about $400,000,000, you see that we \YiJl 
still have to raise between $800,000,000 and $900,000,000 of annual 
taxes to pay the interest if we continue to issue bonds. 
• There ha.s been a great propaganda to defeat this bill and let . 
the · existing tax law remain. If so, that means ~2,000,000,000 
to $3,000,000,000 more of bonds to pile up on top of this $28,-
000,000,000 or . 30,000,000,000 and more interest char~es each 
year. 

If tllis -propaganda had succee<led in getting the conferenee 
committee or the membership of this House or the Senate. to 
defeat this bill, of course that would reinstate the existing law, 
and under.it the war profiteers in this country for the year 1918 
would escape $1,700,000,000 of taxes. If any man shall v-ote. 
against this bill with the idea that the taxes in it are too high, 
or whatever his reason or pretext, with the result of its defeat 
and the continuance of existing Jaw, then he will vote to take 
from the Treasury, to take from the pockets of the people, from 
tile toil and sweat and energy of the people, $1,700,000,000 ancl 
give it to the war profiteers, whom I have shown you have had 
billions ~d billions of dollars of profit in addition to all the 
profits they were making before the war. If any man votes 
against this bill with the idea .of reinstating the old law, he js 

v-oting to give the United States Steel Corporation out of the 
pockets of all the people, out of the Treasury of the Uniteu 
States, $165,000,000, because that is the difference which the 
United States Steel Corporation, based upon the profits of 
1917-we have not the figures for those of 1918-would hav-e to 
pay under tllis bill and under tbe existing Jaw. If there be one 
Member who proposes· to vote against this bill with the· idea· of 
reinstating the old law, he w;ill be voting to give the Standar<;l 
.Oil -Trust Companies of the United ~States $20,000,000, · adding 
that much more to their fabulous profits. He will be voting tO-
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give the Bethlehem Steel Co. $10,000,000. He will be voting to 
gin~ the Utah Copper Co. $5,000,000. He will be voting to giye 
the five big meat-packing companies, the meat-packing combine, 
oTer $16,000,000 to add to their war profits. These arc the 
_tlifCcrenccs between what this bill will levy upon them and what 
,the existing law levies upon them. There are 20 corporations in 
thi. · country that alone would save $240,000,000 out of their 
enonnous war profits by the defeat of this bill. The defeat of 

. thi.~ bill would lose to the Govet'Illllcnt over $200,000,000 of 
taxes on whisky and beer. Gentlem_en, under existing conditions 
no man can afford to Yote against this bill with the idea of con­
tinuing the existing law. 

The Senate reduced the tax levy from $8,000,000,000 to $6,000,-
000,000 for thi fiscal year. It cut clown not so much the indi­
vidual income tax and the war-profit tux of the Honse bill-they 
l'emain practically the same--but it cut down the excise and 
spe ial taxes ; that is, special taxes levied on articles of the 
various industries. It reduced the individual income 'tax: for 
th fiscal year 1919 about $50,000,000 and reduced the corpora­
tion income tax about ll9,000,000 for the same year, and re­
. dm:ed the excess-profits taxes fl'Om the provisions of the House 
bill down to 30 per cent on the net income in excess of the de­
du ·tion and not in excess of 20 per cent of the capital in-vested, 
and GO per cent on all of the net income oyer 20-per cent of the 
im·ested capitaL 

~'he House bill had it 35 per cent on :ill of the net income in 
excess of the deduction and not in ex-cess of 15 per cent of the 
in'i'"Csted capital, and 50 per cent on the amount of the net in­
come between 15 and 20 per cent of the invested capital, and 
70 per cent on the amount of the net income in excess of 20 
per cent on the invested capital In the gene1·a1 reductions 
the Senate followed the recommendation of the President and 
th Secretary of the Treasury. 

The Senate and the conferees retained the war-pt•ofit tax of 
'SO per cent on war profits over and above the deduction. 

The conferees accepted the Senate 30 per cent rate in the· 
:fir t bracket and increased the rate in the second bracket to 65 
per cent for the calendar year 1918. But for the year beginning 
January 1, 1919, the Senate reduced the excess-profits taxes in 
the first bracket to 20 per cent and the second bracket to 40 per 
cent, which 1s a pretty large reduction. That was on account of 
the recommendation of the President and the Secretary to re­
duce the total taxes to $4,000,000,000. The conferees accepted 
this reductioil. 

Though the· 80 per cent war-profits tax is eliminated for the 
n(U.i: fiscal year-since there are no war profits for 1919-20-
thc conferees put in a p1·ovision extending the 80 per cent war­
profits tax over into the calendar year 1919 to catch the profits 
that are derived in 1919 from war contracts made in 1918 and 
1917, so that the war profiteers will not get off with 80 per cent 
:eliminated after January 1, 1919. They will receive some income 
during 1919 from war contracts made between the beginning of 
tbe war and the signing of the armistice, November 11. The 
conferees, Senate and House, were unanimous in the opinion 
that this should be done. Tl1e 80 per cent tax will, under thi'3 
pr vision, apply to such income. 

I o~o-ht to say here that the Senate followed the method and 
policy of taxation, and practically the subjects of taxation, of 
the House bill. There were only th1·ee exceptions in which they 
departed widely and adopted an entir~ly new policy of taxn.tlon. 
These exceptions were the estate tax, the immrance tax:; and 
eapita.l-stock tax. After a full and free discussion in con­
ference the policies of the Honse bill in these instances were 
adopted with some modifications, to which I will call attention 
later. 

The House had a provision known as the differential corpora­
tion tux. We had a differential of G per cent. The Honse bi11 

,pro>ided tilllt corporations should pay 12 per cent on so much of 

the amount of the net income as does not exceed the sum of (1) 
the amount of cli>idends paid during the taxable year plus (2) 
the amoiDlt pai<l during the taxable year out of earnings or 
profits in di. charge of bonds and other interest-bearing obliga­
tions outstanding prior to the beginning of the taxable year plus 
(3) the amount paid during the taxable year in the purchase of 
obligations of the United States issued after September 1, 1018, 
and 1 per cent on the remuinder of the net income retained in 
the bu lness. When we put in the 18 per cent provision the war 
was on, and the Go-rernment needed all the money it could rea­
sonably and justly get. The individual income tax being so 
heavy, tllere would be a tendency in the corporation not to pay 
dividends- bnt to pile them up in a surplus so that the stockhold­
ers in the high surtax class could escape liability to taxation. 
As I ._aiu, we needed all the money we could reasonably and 
justly get at that time to vigorously pro .. ·ecute the war. But 
now the tmportance of this differential i;:; not as great as during 
the war. 

The Senate struck out the dil'ferential, and the House con­
ferees agreed to the Senate amendment with an amendment in­
creasing the corporation income tax rate on corporate income for 
years ucceeding 1918 from 8 to 10 per cent. That will make _ 
a difference--an increa .. c-of al>out 100,000,000 a year in the 
~ua · 

The normal income tax on individuals for 1918 i _kept at 
12 per cent, like the House bill, with the split differential of 6 
per cent up to $4.000 of net income in excess of the specific 
t:xemption. But under the policy of reducing the taxes to 
$4,000,000,000 after Janun.ry, 1919, the Senate cut down the noT­
mal tax on individuals to 8 per cent, with the split differential 
of 4 per cent, and the House conferees agreed to that. 

The surtaxes ru·e practically and substantially Hkc the House 
only there are more brackets and slightly different rates a.re 
made. The House yielded to the Senate provision on the su~­
ta:ies . . The Senate rates on surtaxes are practically the same 
as the House up to a $10,000 income-in fact there is not more 
than $15 difference in the tax between the House bill and the 
Senate bill to a man who earns $6.000, $7,000, $8,000, or $10,00Q, 
but from $10,000 up to $200,000 there is some difference between 
the rates-the Senate rates being lower. 

For instance~ a man having an income of $12,500 under the 
House bill would pay $1,320 and under the Senate bill $1,235. 
You see there is quite a difference at once after you leave the 
$10,000 income. A man making $20 000 would pay under the 
House bill $2.895 and under the Senate bill $2.630. A man 
making $50,000 a year would pay under the House bill $12,495 
and under the Senate bill $11,030. A man making $80.000 a 
year would pay under the House bill $27.295 and under the 
Senate bill $23,930. A lllllll mak--ing $100,000 would pay under 
the House bill $39,095 and under the Senate bill $35,030. But 
when you reach $200,000 and up there comes another change. 
At $300 000 un-der the House bill ·a man w-ould Pft.Y $165,095, 
while under the Senate bill he would pay $173,030. When you 
get up tn $1,000,000, under the House bill a man would pay 
$647,095 and under the Senate bill $703,030. A man inakmg 
$5,000,000 would pay under the House bill $3,527.095 and under 
the Senate bill $3,783,030, or about $250 000 mo.rc. On the 
whole, there- is a difference of only about $50,000.000, being the 
amount .which the Senate rate levies on the individual incomes 
less than under the House bilL S<> they are, on the whole, sub­
stantially the ame, the total amount levied under the House blll 
on individual incomes being $1,482;000,000 and under the Senate 
rates $~432,000,000. 

The following table shows the income tax:e upon specified in­
comes of mn.rried pe1'SOns or heads of fami1ie , with no depend­
ent , levied in the United State , United Kingdom, Canada, and 
France: 

lnCJJme taxu upon apeci[l.td incomes of1Wrtried pcrsoll.! or heads ojj11miliea, witJt 7Ul dq>endents, la:ied in the United Slata, Unit.ed Kingdom, Ct~nada, an-d France. 

Income or married persons 
or heads of families. 

S2,500 .• · .•.... - ... : ......... . 
$3,000 ...................... . 

~~::::::::::::::::::::::: 
!5,000 ...••••••••••••••••••.. 
~.5~ .:.:·~:·:····· .. ······ 

Exi, ting law. 

Amount. 

United States tax under-

House bill. 

Bill as passed en­
ate and agreed 

to in confer­
ence (Wl 

rates). 

cent). cent). eent). 

united Kingdom· tax. 

Amount. nate (per cent). 

Unearned. Earned. un-· Eamed. earned; 

Cun:ada. France. 

Rate Rate 
Amotmt. (per Amotmt. (per 

('6llt). cent). 
fute I Rate I Rate (per Amount. (per Amount. . (p<>r 

-----~------t-----l---------l--------~-----+------(-------~-----~-----l-----
110 

20 
30 
46 
60 
80 
1~ 

o.40 m 1.20 
. 67 60 2.00 
.86 90 2.57 

1.00 120 3.00 
1.33 150 3".33 
1. 60 180 3. 60 
1. 91 220 4. 00 

t30 1.20 
60 2.00 
00 2. 57 

120 3. 00 
150 3.33 
180 3.60 
215 3. 91 

n 1.2.J r.no. 9-! 
445.31 a.'\6.25 -
56. 44 4.j3. 75 
126.56 581.25 
M3.1.l 675.00 
937.50 7.j().00 

1,237. 50 i,03l. 25 

"11.25 .44 $10.00 0.4.0 ~1.25 1.25 
14.84 ll.87 20.00 .67 [,(),00 1. 67 
16. 2-l 12.96 •10.00 1.14 72.50 2.67 
1 .16 14.53 00.00 1.50 97.50 2. 4-l 
1'.75 1.5.00 80.00 1. 78 128.75 2.86 
18.75 15.00 100.00 2.00 160.00 3.20 
22.50 18.75 120.00 2.18 191. 2~ 3.t8 
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Income trtxes upon spe:;ifi!d in='m!S ojm1rriei p::rsJnJ or h~'Lis offcJ.mili!'J1 with m dep~w.lents, levied in the United Stat!,, Unitd l{in:;dom, CJn~da, ana France-Continued. 

United S~ates taX under- United Kingdom tax. Canada. France. 

Bill as passed Sen-
ate and agreed 

Inc~~~e~~~~H~~R~~ons 
Exist.ing law. House bill. to in confer- Amount. Rate (per cent). 

ence (1918 
rates). Rate Rate 

.Amount. (per Amount. (per 
cent). cent). 

Rate Rate I Ra~ Un-.Amount. (per Amount . (per Amount. (per Unearned. Earned. Earned. 
cent). cent). cent). earned. 

4.33 I 
------

$6,000 .•. -•.. . - - . - ...... - .. -- $130 2.16 $260 $250 4.16 $1,350.00 11, 1zs:oo 22.50 18.75 $140.00 2.00 $222.50 3. 71 
$6,500 ... -.. - -...... - .. - -.... I 55 2.38 330 5.08 320 ~92 I,Mi2.50 I, 218.75 22.50 18.75 171.50 2.64 253.75 3.90 $7,000 ........ -- ..........•.. I80 2.57 400 5. 71 . 390 5.57 1,575. 00 I,312.50 22.50 18.75 203.00 2.90 285.00 4.07 S7,500 ....................... 205 2. 73 470 6.27 460 6.13 I,687.50 1,.ro6. 25 22.50 18.75 234.50 3.13 316.25 ~21 
~8,000 ..... -......... -. - . - - -- 2.35 2.93 545 6.81 530 6.63 2,100.00 1,800. 00 26.25 22.50 266.00 3.33 347.50 4.3-t 
S8,500 ••.... --.- ... --- - -. - . - . 265 3.12 620 7.2;} .605 7.12 2,231.25 I,912.50 26.25 22.50 297.50 3.50 385.00 4.53 
$9,000 .••.. - ........... -- -.- - 295 3.28 695 7. 72 G80 7. 71 2,362.50 2,025.00 26.25 22.50 329.00 3.66 422.50 4.69 
$9,500 .•. ····•·· .•....... --.- 325 3.42 770 8.11 755 7.95 2,493. 75 2,137.50 26.25 22.50 360.50 3. 79 460.00 •• 84 SIO,OOO ........... ... ...... -. 355 3.55 845 8.45 830 8.30 2,625.00 2,250.00 26. 2..5 22.50 392.00 3.92 497.50 4.98 
$12,500 •... -.- ... - .. - .. - ... - - 530 4.24 I ,320 10.56 1 235 9.88 3, 750.00 3,281.25 30.00 26.25 639.50 5.12 691.25 5.53 
115,000 .. - --- -.- -- ... - - ------ 730 . 4.87 I, 795 11.97 1:67(). 11.13 4,812.50 4,812.50 32.03 32.08 887.00 5.91 910.00 6.07 
$20,000 •• ------ .. - ... - --- - . - - I, 180 5.90 2895 14.48 2,630 12.15 6,812.50 6,812.50 34.06 34.06 1,382. 00 6.91 1,397.50 6.99 
125,000 .•.. - - - .. -- - - .. - -.. - - . I,780 7.12 4:245 I6.98 3, 720 14.80 8, 937.50 8,937.50 35.75 35.75 2,042.00 8.17 1,960.00 7.84 
$30,000 .• ----.-.------ _-_.- .. - 2,380 7.93 5,595 18.65 4,930 16.43 11,187.50 11,187.50 37.29 37.29 2, 702.00 9.01 2,522.50 8.41 
$35,000 •• - -.... -.. --- - - --.--- 2,980 8.51 7,195 20.56 6,270 17.91 13,562.50 13,562.50 38.75 38.75 3, 472.00 9.92 3,147.50 8.99 
$40,000 •. - . -... -- - -- . - . -- - - - . 3,580 8.95 8, 795 21."99 7, 730 19.33 15,937.50 15,937,50 39.84 . 39.84 4, 2,42. 00 10.60 3, 772.50 9.43 
$45,000 .. - - - -- - --- -- - - - - -- - .. 4,380 9. 73 10,645 23.66 9,320 20.71 18,437.50 18,437.50 40.97 40.97 5,012. 00 11.14 4,397.50 9. 77 
$50,000 •• - - - -.. - -.. - -- -.. - - .. 5180 10.35 12,495 24.99 11,030 22. 06 20,937.50 20,937.50 41.88 41.88 5, 782.00 11.56 5,022.50 10.05 
!55,000 .•. . ..... --------.--.- 5;9so 10.87 14,695 .211. 72 12,870 23.40 23,562.50 23,562.50 42.84 4.2.84 (),827.00 12.41 5,647.50 10.27 
$60,000 ••. -.-.---- .---.- - : . -- 6, 780 11.30 16,895 28.16 I4,830 24.71 26,187.50 26,1R1.50 43.65 43.65 7, 872.00 13.12 6,272.50 10.45 
$70,000 ••. . . -- --- ... . --- --- .. 8;880 12.69, 21,895 31: 26 19,130 27.33 31,4.17. 50 31,437.50 44.91 H.91 9,962.00 14.23 7, 772.50 10.75 
$80,000 .• - . -. -- -. --. -- - -- - . - - 10,980 13. 72 27,295 34.12 23,930 29.81 36,687.50 36,687.50 45.86 45.86 12,327.00 15.41 8, 772.50 10.96 
~~gg:=.·.-_ -_ -.-_ -. -.-.-. -_ -.-. ~ ~ ~ ~ ~ ~ ~ ~ I6, 180 16.18 39,095 39.10 35,030 35 .. 03 47,187.50 4.7, 187.50 47.19 47.19 17,607.00 17.61 11,272.50 11.27 

31,680 21."12 70,095 46.73 67,030 44.69 73,437. so- 73,437.50 48.96 48.96 34,282.00 22.85 17,522.50 11.68 
$200,000 .. - - - . - . - . -- --.-- . -. - 49,180 24.59 ~~·~ 50.55 101,030 50.52 99,687.50 99,687.50 49.84 49.84 50,957.00 25.48 23,772.50 11.89 S300,COJ ..•........ .. •....... 92,680 30.89 55.03 173,030 57.68 152,187.50 152,187.50 50.73 50.73 t>65 857. 00 . 32.28 136,272.50 12.09 ssoo,ooo •. -. --. . -- --. -. --.-- - 192,680 38."54 . 297;095 59.42 323,030 64.61 257,187.50 257,187.50 51.44 51.4-4 19 ,407.00 39.08 61,272.50 12.25 
11,000,000 .. -- .. : .... -- - --- -- 475,I80 47.52 : G-!7,095 64.71 703,030 70.30 519,687.50 519,687.50 51.97 51.97 499,157.00 49.92 123,772.50 12.38 
$5,000,000 .. ---- .. - : . . --- .. -- 3,140,180 62.80 3,527,095 70.54 a, 783, o.3o 75.66 2, 619, 687. 50 2, 619, 687. 50 52.39 52.39 3,415,157.00 ' 68.30 623,772.50 12.48 

.. .. -· -- ----.,~· --

• • <:. (. · • 

The Senate retained the provisions of the House bill ~x:clud- .. tion of the loss from his net income. Suppose it shoulcl turn 
ing partner hips and individuals from excess or war profits out that with the $500,000 of wool on band he had already, 
taxes. · contracted and sold to his customers the finished product based 

There are t\YO important amendments which the Senate in- UllOn . that price of wool. He tilen will ha\e lost nothing, al­
corporated, relati\'e to the excess and war profits taxes and tile though the wool has hrunk in Yalue to $250,000. Suppose he 
income tax. Tlley are what we call the inventory and the net sells it at that rate and makes hi pJ;ofit and then begins to buy 

' loss relief proYi ·ions. The net loss relief provision in the Senate wool for the next month at a lower price p,nd sells the finished 
amendment was extentle<l indefinitely and reached back to 1916. product upon the basis of the price for which be purchased it, 
After di cu ion of the matter the conferees agreed that it was and so on, he loses nothing by such reduction in wool value. He 
wiser and safer to limit those relief provisions for the one year, must show an actual los · by Yirtue of the shrinkage. If tbera 
for the tran ition period from war conditions to peace condi- be an actual loss sustained, and there will be millions and hun­
tions, and extend it ju t for this year, 1919. Both of those pro- dreds of millions of losses sustained in that way, and the tax­
visions are innon1tions in American tax laws. They exist to a payer shows it, he then can go to the commissioner or to the 
certain extent in ·the British tax laws. adyisory board and haYe his taxes readjusted, as ·before ex-

Tile inYentory pl'OYision is this: · If at any time within 1919 plained. Suppose, in the case giYen, that he lost in 1919 $100,000 
the taxpayer discowrs that he has sustained an actual loss on by such shrinkage in \nlue and had given in his return a net 
account of tlle reduction in Yalues of his inventory which be income of $500,000 for 1918. Tbe commis ioner must go back 
returned for the ta.x.alJle year of 1918, he can bave that loss as- and take the 1918 return and deduct the $100,000 of loss on 
certained by tl1e Commi sioner of Internal Revenue, and have his account of the shrinkage in value from the net income of $500,­
tax on his returns for 1918 redetermined after deducting from 000 and redetermine his taxes for 1918 on a basis of $400,000 
his net income of 1918 the amount of such los , and have re- net income instead of $500,000, and the difference in a tax on 
turned to him the difference between the tax paid on such re- $500,000 and on $400,000 is to be refunded to him. While it is 
turn and the tax found after such redetermination to be due. an innoyation, and it struck me at first as unwise, the more I 
For instance, we will say that a wool manufacturer had considered it the more just it appeared to me, and it appeared 
$500,000 of "·ool on hand at the end of his business or taxable just to the House conferee·, and I belieYe it will appear just to 
year, December 31, 1918. He included that in his tax returns the membership of the House and to the country at large. 
in order to make up his net income. That was put in at Another innoYation to which I haye referred, ,,~hich the Sen­
$500,000. It cost him that much. It was worth that mucil. ate put in the bill, ,,-as the net loss provision. As I said, the 
He had made that return, as the law requires, as constituting Senate had the time unlimited for the future, and it reached 
part of all of the other assets upon \Yhich is ' estimated his net back to the taxes of 1916; that i ' the Senate provision. permit­
income. Suppose in this transit~on period from war to peace ted a redetermination of the taxes as far back as 1916 and for 
there is a shrinkage in the \alue of that wool, so that what was all time in the future. The conferees finally concluded that 
estimated to be worth $500,000 on December 31, 1018, on April the be t thing to do was to limit it to the transition period; in 
1, 1919, is worth only $250,000. · On the face of it he would other words, the one year 1919. The inventory and net loss 
haYe a net lo s of $250,000, and on which amount he had al- relief provisions are emergency provisions, and t11e conferees 
ready paid his income and excess or war profits taxes, based on agreed to treat them in that way. The net loss provision is 
his net income return for 1918. this: If a business or trade sho,Ys in 1919, in its fiscal year, 

I The bill does not provide, qs I have seen ·stated in the news- between October 31, 1918, and .January 1, 1920, which includes 
,paper , that be could l1ave deducted the $250,000 shrinkage value the calendar year of 1919, a net loss instead of a net profit, it 
from his net income of 1918 and have the tax redetermined ac- can take the amount of that loss from the income upon which 
cordingly. In that shrinkage he must show to the commissioner it paid the taxes for 1918 and have the 1918 tax redetermined, 
that he has sustained an actual loss by rea on of it. That actual just as I e:\.'1)lained in the case of the inventory, and have the 
loss may not be OYer $50,000, it may be but $20,000, or it may be difference bebveen the tax paid and the tax as redetermined 
$150,000, or as much as the $2GO,OOO, but whatever loss he shows refunded to it. In other words, if the trade or business made 
he ·ustained by reason of the reduction in value of his inventory $500,000 clear net profit in 1918, an<l this year-1919-during 
he has the rigllt to have it deducted from his net income for 1918 the transition period, instead of making n profit it lo. es 
and hnxe his tax for 1918 recomputed on the basis of a deduc- $100,000, then we permit that business to go to the commis-
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sioner and ask for a redetermination of its tax for 1918. The 
commissioner will deduct from the income of $500,000 as re­
turQed for 1918 the $1QO,OOO loss, leanng $400,000. Upon the 
basis of $400,000 income the 1918 tax will be recomputed, and 
the difference between the tax paitl on the $500,000 and the tax 
computed on $400,000 income will be returned to the taxpayer. 

Tllese are two relief provisions in the bill which the House 
conferees thought were right and proper as modified by the 
conferees, but there are some relief provisions, especially those 
kno"-u as the mineral, oil, and gas provisions, in this bill that I 
can not subscribe to, and I resen-ed the right to say so upon 
the .floor of the House. I can not subscribe to them because I 
rcgartl them as pieces of special fa-voritism. Many others do 
not so regard them. With due respect to my colleagues ScOTT 
FERRIS, CARTER, HASTINGS, and the other Oklahoma 1\Iembers, 
antl some l\Iembers from l\Iis~ouri and other States, who have 
imilOrtune<.l me and the other House conferees night and day, 
so long nn<l so often, with respect to these provisions, and ha-ve 
been so urgent that they should remain in the bill, I want to 
say that, in my judgment, they are unwise, unjust, and unwar­
ranted. But we need not quarrel about them now; they are 
in the bill. I do not like to take up the time of the House 
telling what some of these provisions are. One of them pro­
.vld s that when a man discovers a mine or gas or oil field, or an 
oil or gas well, a prospector or an adventurer, and sells-it makes 
110 difference how much profit he may make, he may put in $10,000 
and make lJy sale 1,000,000 profit in five days-his income 
surtax shaH in no-case excee<l 20 per cent of the selling price, 
t~ough all other classes of individuals-farmers, merchants, 
manufacturer , doctors, la"}"er. , or persons engaged in any 
other business-if they put in $10,000 on a proposition and make 

·~1,000,000 clear profit out of it, whether overnight or in a 
year, they will have to pay $583,G10 in surtaxes which the bill 
provides, but the mine, oil, or gas prospector or discoverer under 
this provi. ion of the bill will pay only $200,000. There is a simi­
lar provision in the case of the war or excess profits tax. When 
a corporation discovers a mine, an oil field, an oil well, or gas 
,well and sells, it does not make any difference bow much clear 
' profit it makes, a hundred per cent or a thousand per cent on 
:the capital inYested, its war and excess profits taxes shall not 
exceed 20 per cent of the selling price, although corporations in 
e\ery other ldnd of business making the same profit on tlie 

•same capital must pay from 30 to 80 per cent tax on their 
·profits. 

There is another pro\ision that I did and do not like, which 
seems to me and to my colleague on the conference committee 
:[l\1r. DIXON] is unwarranted and can not be justified, and yet I 
::tm afraid I had a majority of the House conferees against me 
on it. It is that if a corporation has an income from gold 
niining, no matter how big it is anti how large a per cent of 
)1rofit on its capital invested, it pays no excess-profit tax on it. 
.ln other words, if the corporation had $1,000,000 net income 
from a gold-mining industry, it would not pay any excess or 
,war profit tax on it, . though that income was 100 per cent 
11rofit on its inve te<l capital. They bad a plausible argu­
ment for it. They say that everything has appreciated in 
.Yalue except gold, which has depreciate<l in value, and that 
.gold-mining machin~ry and labor and supplies have increased 
:wonderfully ; that gold is the world's standard of Yalue and 
that we ought to encourage its production, and therefore the 
profit of the gold mines should not bear a war-profit or excess­
profits tax. I looked at it in this way, that even suppose the cost 
of production bad increased wonderfully and even if gold bad 
greatly depreciated, as "it has, compared with other articles, in 
spite of all such handicaps if a corporation in the gold-mining 

. business should make 50 per cent profit on its investment, why is 
it not as able to pay an excess or war profit tax on that as well 
as a corporation manufacturing shoes and making 50 per cent 
on a like amount of capital? If such a corporation is able 
in spite of all handicaps to make as large a per cent as any 
other corporation, it ought to pay the same tax as a corpora~ 

· tion in any other business malting the same profits on the same 
amount of capital; but the gold-mining argument appealed to 
a majority of the House conferees and the provision went in. 

If I had my way, this bill would not have been quite as it is 
now. But I found on the conference committee five Senate 
conferees and four other House conferees, and each one of 
them had a way, too. So I just could not have my way, because 
they insisted on having their way. But, on the whole, I believe 
we ha-ve got a good bill, as good as fi\e House conferees could 
mnke it in conjunction with fi>e Senate conferees. [Laughter.] 

I think we have a bill, on the whole, that eYery patriotic 
man in the House and Senate can stand for and will stand for, 
although he will find many provisions in it that be does not 
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like. We bad to give and ·take. We bad to have a bill. If we 
did not have this bill, we would have had to be content with the 
existing law, arid the war profiteers of this country would benefit 
just $1,700,000,000. 

Another important difference between the House and the Sen­
ate was with respect to consolidated returns. The House bill 
declared specifically that the corporations haling subsidiary cor­
porations should not be permitted to file consolidated returns ; 
that is, combine the capital invested and income of all the 
subsidiaries and find the capital invested and net income of 
the group and pay the income tax on that basis, because many 
large corporations by such method would get out of paying n. 
large amount of taxes. The Senate struck that out and 
most strenuously contended for consolidated returns. While 
Dr. Adams, who is chairman of the Advisory Tax Boar<l, 
stated before the conference committee that there will lJe 
very little difference between the taxes that will be paid under 
consolidated returns and those that would be paid under non~ 
consolidated returns, in my judgment the difference will amount 
to over $200,000,000. I found that practically every corporation 
in this country that had subsidiarie" \Tas in favor of the con­
solidated returns. The Senate conferees were very insistent, 
and I may say stubborn, upon having the consolidated returns. 
There 'Tas a unique difference between the Senate conferees and 
House conferees. The two worst things in this bill in our 
judgment were the two best things in the Senate's judgment. 
And the two features that I thought ought to be eliminated 
beyond all doubt were the two features that the Senate con­
ferees were most insistent upon, the oil and gas and mining 
provision, to which I have referred, and the consoli<lated-retm·n. 
provision. 

It wa the unanimous opinion of the conferees of the Senate 
and the House that while the Senate amendments did not do it, 
as the House bill did, that the profiteers on Government war 
contracts should not escape taxation through the se-reral relief 
pro-visions in the bill. \Ve protected the Government against 
them even with respect to the consolidated-return proposition 
and provided that no corporation organized since August 1, 1914, 
since the European war began, shall be permitted to make a con­
solidated return if 50 per cent of its gross income came from 
gains, commissions, profits, or other income deri\ed from Gov~ 
ernrnent war contracts. In ucb a case the corporation can not 
file a consolidated return, hut it mu t make a separate retm·n, 
and its net income and taxes must he com1mted ilpon it cnpitnl 
invested and not the inve tments of ·ome otller affiliated com­
pany. 

It is e timated that there are several thou and of snell cor­
porations, most of them war corporations incorporated to take 
some Government contracts or subcontraCts. Some of the sub­
sidiary companies of the big companies organized since August 
1, 1914, with a capital of from $2,000 to $5,000, will make a profit 
out of war contracts running from $2,000,000 to $12,000,000, an<l 
we provided in the House concturing amendment that the Go,·­
ernment should be protected against them and that they honltl 
pay on their own net income and profits, bused on their own 
invested capital. The conferees put into these relief provisions 
half a dozen or more provisions excepting these war-contract 
corporations from their benefit, which the Senate conferees 
readily agreed to as right and proper. 

Mr. LONGWORTH. Mr. Speaker, will the gentleman yield? 
1\Ir. KITCHIN. Yes. 
Mr. LONG\VORTH. Would it embarrass the gentleman to 

yield to a question in regard to the consolidate<l r eturns? 
Mr. KITCHIN. No. 
Mr. LONGWORTH. I have in mind a certain corporation 

with an invested capital of approximately $15,000,000, which 
organized a subsidiary corporation with a capital of $1,000, 
whose profits so far have been in one transaction with the Gov­
ernment; that is to say, the profits of this corporation of $1,000 
capital have been $1,000,000. I would like to have the gentle­
man explain how under this proposition that corporation would 
be taxed? 

Mr . . KITCHIN. Such a corporation will pay income tax on 
$1,000,000 and will have its percentage of profits for the excess 
and war profits tax computed upon the invested capital of 
$1,000. The war-profits tux will be 80 per cent on an-profits in 
excess of 10 per cent of its capital inYested plus the specific 
deduction of $3,000. 

Mr. LONGWORTH. Under the Senate consolidated r eturn 
provision that company would pay no tax whatever? 

Mr. KITCHIN. Very little, if anything. Its return would 
be consolidated with the parent company and other subsidiaries. 
In other words, the pare!Jt company and tllis subsidiary com­
l1any and ~ther subsidiary companies, if any, would mal):e a con· 
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soU<lated retur.11;. aud the ·totul" capital and· the rotal inc~me of · could take ·:my case he desired, whetliei.· it wa.s an exceptional 
nll would be computed, and the little company would' get the hardship or not, and make application that the tax should· be 
ndrnntage. of the $15.;000,000· capital in\este.d fov· purpo e: of. tile computed on. the basi of representatiYe corporations. . 
dclluction. Instead of getting about 80 per cent of its: net in- Tile conferee , as: I said. awhi1e ago, as a matter of afety to 
come· we would· get little, it :::tnS", tacx:. the Go-vernment, without doing an~ injustice to the taxpayer, 

The-- Srnate provided for' q_uurterl'y payments of all income in case he is actualiy entitled to relief, provide that the tax. 
nnd war or excess profits taxes-thnt is, when, the tax return, payer, in orde:c to geb relief under this representative corpora­
is. filed: the'· taxpayer_ aa.n pay · one-q_u:1-rteE of. his' total tax.,.. and tion section, must apply· to the commissioner and must show to 
then, three months- after the time fixed. b law fm~ filing the the commissioner that it is an exceptional ha·rdship; not that 
retum. pay another one-quarter of the totul tax;. then,.. six he is. making an exceedingly large profit on inve ted capitai and 
months after the time fued· by law for filing_ the return, pay , therefore his tax is_ exceedingly· large, but it must fie an ex:cep .. 
another one-quarter- of the totul tax_; and nine months after the tiona1 ha.rdship owing to the peculiar and exceptional conditions 
time fixed by law :for filing the retum pay the remainder. The surrounding the taxpayers 1m iness; income, invested capital, 
conferees agreed to tho S-enate · provision., The- House · bill a.u,. ant! so forth ; and the commissioner mu t find, and so declare o..e· 
thorized tho• coiillll.issioner to extend the time for filing retnms._ record, that the ease fs. one of exceptional hardship before it. 
whenever, in his judgment,. good e::mse existed for allowing an can be considered under section 32T. 
~ension:,. but pi:o~ded ~t exce~t in the- case- of taxpaye.t>s This- provision give n: taxpayer only that to which he is en .. 
'":ho . are abroad: that. t~e . extensron... should not ~eed twzy titled, becau e he ought' not to have relief unless, owing to the 
months.. The Senate elimlflated the- t'!o-month. limit... The · p-eculiar situation of his business- or capital or income or some. 
conferee agreed: upon a. ·SlX-monlli perwd aS' the. I1l:lX11llum th' .-. th t f th t ··'~'d b · h 
time· the commissioner. could allow as: an extension of time. mb, . e P:;tymen o e ax WOtu e, an exce~tiOnal ard. hlP' 
for film"'· returns cx.c.ent. in the case 0 4!-. taxp er , h upon .him Without the benefit of the l'elief provisiOn. . 

. abroad. b- ' ¥ · '"-
8 8 w 0 nre . .l\Ir. El\lERSON. Mr. Speaker, will the ~e~tlru;nan yteld? 

The SF}!TA.KER PI'e tempore· (Mr_ FERRis). The time: of the Mr. KITCHIN. Let me get through With tlus !lrst; please. 
gentleman from North Carolina. has expired'. I do not think th~ Huuse .. <;>r the Senate will obJect for one 

l\.fr. M'A:J\TN. How much time··does the-gentleman desire:?- moment ~ that relief proVIsion taking the place of the others, 
Mr. KITCHIN. 1 want to. get. through in haJJi. an hoUT.. b~use. it ~ ~ safegua.r~ to the. Government; a~ I beli~vc it 
l\fr. MANN. 1 ask. Uilll.D.imous consent that the gentleman may Will sa v~ ~lions. and nnllions ef do~lars by substituting It for•· 

hnse half an hour more · the· proviSions wh1ch the Senate had. 
The SPEAKER pro tempore. The gentleman from Illinois, ~ere is one very~ ingenious provision ~at the Senate put in, 

asks unanimous consent that the gentleman from North: (ilaro- ~hlch is a very Wl~e one. It a.cc.~mpbshe~ .what the. House 
·una may proceed for halt a.n hour more. Is there objection i mtended to. ac.complish .. and what 1ts proviSIOn substantially: 

There was no objection. would ac~ompllsh, but It would not do. 1~ in s~ch a skillful 
Mr. KITCffiN. Now,_ as to the definition of u invested capi- and scientific way as will the Senate provrs10n, whiCh the Hou.se 

tal,., it is practically the same as- the- definition in the House· conferees agreed to, with an amendment excepting from 1ts 
bill, with but one. exce.Jltion.- The Bouse bill. provided that In- application .the war-contract corpora~ion. Thee ~ouse bill P:I"O· 
vested capital meant, in the. case of. tangible property, bona fide · v~ded that m the. case o~ a corporation. ~e. earrungs of._ which;. 
paid· in for stock or shares the actual cash value of such prop- are to be ascribe<f primarily to the actiVIties of the· stockholders 
erty. but in no case to. exc~d the par value of the original stock ?:t the. corpo.rat_ton .and not to tiD: capital invested, where capital 
or shares specifically issued therefor. ~he s -enate put tn 8 lS not. a material m~e-producmg factor, the excess-profit taX: 
provision. to which the House. conferees finally agreed~ some: of' shoul~ not ~ceed 20 p~r cent.. Th~t. would take. ca.;e ot C?r­
us very reluctantly, that where the taxpayer ca:n show to the · poratlo~s domg ~e: busmess. -o.t fi!chite.ctnre. corporations domg 
satisfaction of t11e commissioner that the actual cash. valne. the busmess of msurance agenc1es, or that had no. capital in­
of the tangible property· at the· time it. wa p3id. in wa clearly vested_, or where whatever little ca~ital was invested was not n. 
and substantially in excess of the par v-alue of the stock issued matenal factor that produced the mcome. 
for it, the real value of the tangible property at the tim~ it I t.hink. tbe Senate provision is an. improvement on that of the 
was turned over for the shares. of stock could be counted as House. It describes such, corporations a personal-service cor­
part of the invested capitaL pm"ntions and provides. that they hall be taxed just as partner-

The House bill also specifically provided that "-paid'-in: or sh_iv.s are. taxed. If, for instance; such a coxporation makes 
earned surplus and undivided profits" should: not' include. tlie $1.00,000 the taxable year,. each stockholder will. pay income tax 
in reus-e in. the value ot: any- asset above the originaE cost until. Olll the amount of earnings he: w.ould be e:ntitledi to it distributed, 
such increase is actunlly realized. by sale. This. provision.. was. whether distributed or not fiy the corporation, as if it were a 
stricken out by the-Senate. and the conferees-accepted the amend- partnership. r tliink we can an agree to· that provision. 
ment, because it-was· surplusage and merecy declaratory. of. an_ But here- is one important thing that. the,. Senate overlooked. 
accepted general principle· controlling the whole: computa ti.on. o.f Many,. and per.hap a large. ma:jority of corporations,, having co ·t­
in\ested capital. plus contracts- would come unde£ the per onal- erYice corporation 

There were. in the- Se.na.t.e amendment several. specific reiref {}l'O\ision of the Senate_ In the e · cases the Government flu·­
provisions ather than those- to which! I ha'Ve- heretofore rete:ued., Dished tlle money; Oli cal)ital. For example,, take a corporation' 
and one section in the Housa bill, which. included f'ieveral. gen- · that. was organized' fo.t: the purpose of buildillg; a cantonment or 
eral. relief provisions, which wu thouglit. wag very lifierali The , constructing ships. The stockholders. of other co.rporatlons would 
conferees finally agreed that it would be safer and better and organize a. corporation with only a nominal capi~ say, 6L from: 
do no injustice. to the honest taxpayers to- stJ.·it:e; out a1I these $.1.® to $5,000. It would furnish. no mone;y or capital with 
specific- and ge.uernl r.ciief provisions and have: just ene g.ene:ral w:hichr to execute the- contract.. The GmTernment would furni._l., 
I'elief provision, which i · section 327, paragraph. (d) t rrnd all. So under the. interpretation. of_ the Senate.'s language- thede 
begins- on page 134. col'pot~tions would escape: all excess:-profits and \vat·-profits-. 

I will read it.. taxes. orne- of. these-little- thou and-dollav eorpor~tion made n. 
(tl) Wllere upaa ap11ucation t;y the corpora-tion the commigsioner ; milium-in some cases. se\·e:ra{; milli.on-doliars profit.o one ot 

find and so declares of record that the 1:n.:2 it tletermined wlt:bont b.en.c-· which• the gentleman. from Ohio. referred to~ These \Y uld have 
fit o1 this section woulcl, o ing to abnorlDJ:l.L conditionS' a.ff.ectin ... the. . enfi.rely escaped the. ex.ce and war profit taxe~. But the: Hou 
capital or income of the corporation, wor upon the corporation an ex- conferees nrono ed an. amendment which protects H·e Go""em-
ceptional hardship evidenced by gross disproportion between the tnY "' ..,. o.u • 
computed! without benefit of thi ·· section and the tax cm;nputed: by refer- ment and compels the co t-plu& contra t corpOL-ation to pay 
cnce to the representative corporations specified in section 32&.. This su:ch taxes. The Senate. c.onferees readily agreed to it. Like 
subdivision shall not apply to any case (1) in which the tax (co:mputed ' th-e- House-conferees:. they favored catchin~ the profit rs \ltnd r 
without benefit of this section) is high. merely becaus~ tho corporation -
earnHl within the taxabll' yE>at• a.. high. :mtc of.- pTofits- upon a · normal Government war contracts with. the exce and war profit. tax 
inTested capital nor (2) in which 50 per cent or more. of the g_ross in- and Ieaving no loophoL for es.ca~ We th.erefoxe. protided llint 
eom of the corpo:ration for the- taxable year- (computed-under see. 233 ot ~ thl section. houid•. net anplu to anv corporation 1'\Q l) . c· 4 , 
Title II) consi ts of gain • profits, commissions·, o.r other income, de- "' ~ o1 ., " 
rived on. a . co t-plns b..'l.Sl!; . !rom a GovernmE>nt eontr.Lct all cantra.ct's madn oc more of who e gross fueome wa reeeiyeu fl'om Government 
between April 6, 1917. and November n, 191 • ooth. <l!! tes inclusi..vc.. contracts. So we: eaught all tlle cost-plus contract gentlem n un 

The. bill provides that in tile cases specified in ·ection 327 the dEm that prov' ·ion,. and their COll)Orations pay, as ~tber rpora-
tax . ·hall b an. amount v.·hich bear: the same proportion to the tioD.S; U1 full corporation income and x · an<l war J.H' fit· · 
net income of the taxpayer, in exce of the specific . exemption taxes. 
of. • 3,000, for th taxable year as the average tux: of repre- I mu t lnuTy on. I want now to refer to orne imt Ol'tUllt 
seutative corpo.rations engaged in a like or similar trade or subjects of taxation retained or trlcken out of the. Rous bilL 
bn ' ine bears to thciJ.· avei"nge net income, in excess of thfr The House bill ta:A-es the snlat·y o.f the :President. an.u of th ll'e:tl­
spcc.:ific exemption of .. 3.000, for such year. Under the specific eral judges, also the salaries of State and municipal officers, 
provisions no official had any particular responsibi,lity, and one and the interest from certain State and m.uniclpai bonds. As 
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I said to the House when the bill was being considered by it, 
that in my opinion it wa doubtful whether we could con­
stitutionally tax the salaries of State and mtmicipal officers or 
the interest on State and municipal bonds, but I supported the 
House provision on the floor and gaye reasons why it should 
remain in so that the question might go to the Supreme Coud 
for final determination, and if constitutional we would get 
several millions of dollars to help win the war. But since 
the war has been conclmleu, sli:ce the armistice bas been signed 
and the taxes reduced, the Senate struck the provision out. 
In fact, the Senate also struck out the tax on the President's 
and judges' salaries, as well as the tax on salaries of State and 
municipal officers, and the tax: on the interest fJ.·om State and 
municipal bonds. 

The House conferees yielded as to striking out the tax on 
the salaries of State and municipal officers and the inter·est 
from State and municipal bonds, but the Senate conferees 
yielded to the House provision with respect to the President's 
and judges' salaries. So that the President's and judges' 
salaries will be subject to tax: like the salaries of all other 
Federal offic~rs, like yours and mine and like the income of 
every other citizen of the country. [Applause.] 

The automobile-license tax and the tax on gasoline, which were 
'uitten in the House bill during the war, were stricken out by 
the Senate. The House conferees yielded. . 

The provision in the House bill taxing mail-order houses 
whose gross annual sales exceed $100,000 was stricken out by 
the Senate. Its conferees insisted on the amendment. We of the 
House yielded. We yielded to a great many Senate amend­
ments to the bill in order to get this bill to tax the war profi­
teers. We feared that some people in the Senate and in the 
House would like to haYe some excu e to defeat this bill in 
order that certain corporations and influential constituents 
might pay under the present law and thereby escape the war­
profits tax. 

As I said a few moments ago, this bill as it comes from the 
conference-and I want the membership of this House to bear 
this in mind-pursues in the matter of taxation, practically on 
all subjects, the methods and policies adopted by the House. 
The Senate did not change the policy or method of the House 
bill, barring the change of the rate of tax and removal in a few 
instances of the tax: in order to reduce the total amount from 
$8,000,000,000 to $0,000,000,000, except in three instances, and 
in each of those three instances the Senate adopted an entirely 
different method and policy of taxation from that in the House 
bill. 

The e were with respect to the estate tax, the tax on insur­
ance of all kinds, and the capital-stock corporation tax. . The 
• enate struck out all the provisions in the House bill relating 
to those three subjects of taxation and substituted an enfu·ely 
different plan and method of taxation. After considering each 
one of those propositions for some time the conferees agreed to 
go bacl~ to the House method and policy of taxation in all of them. 
J!'or the estate tax the Senate substituted what is called a legacy 
tax, which would collect only $22,000,000 a year, while the House 
bill would collect $110,000,000 . the first year and the second year 
$140,000,000. The conferees in returning to the House estate­
tax method did modify the rate of taxation on estates, and, since 
the war is over, I think justly so. The House estate tax was 
entirely too high for peace times, and we reached the _very 
highest limit even in war times. When the .conferees agreed 
to accept the House esta.te-tax policy we agreed to accept the 
present existing estate-tax rates on net estates of $1,500,000 and 
over. The rates on the net estates under $1,500,000 will be 
somewhat lower than the rates under existing law. 
Table s1101vi11g the estate tcw t·ates as agreed to in conte1·ence ana under 

ea:isting law. 

Rates on net estates 
under-

.Amount of net estate (an exemption of $50,000 is allowed 
estates of residents of the United States in computing the 1----;;---- ­
Yalue of net estate). 

Not exceeding s5o,ooo ............ -... ------- .............. . 
Exceeding $50,000 and not exceeding $150,000- ••••••••••••. 
:Exceeding $150,000 and not exceedhig $250,000 .•••• • •••.•• -
Exceeding $250,000 and not exceeding $450,000 ........•. _ .. 
Exceeding $450,000 and not exceeding $750,00:> .••••••••••• _ 
Exceeding $750,000 and not exceeding $1_.00:>,000 ••.••••••••. 
E.'\:cccding $1 ,000,000 and not exceeding ~1,500,000 ......... . 
Exceeding $1,500,000 and not exceeding $2,000,000 ••.•••.••. 
Exceeding $2,000,000 and not exceeding $3,000,000 _. _ ••••• __ 
Exceeding 13,000,000 and not exceeding $4,000,000 .••••••••. 
Exceeding $4,000,000 and not exceeding $5,000,000 .•••••••• _ 
Exceeding $5,000,000 and not exceeding $8,000,000 ...• _ ••••. 
Exceeding $8,000,000 and not exceeding $10,000,000. _ ••••••• 
Exceeding $10,000,000 •••••••••••••••••••••• ·: ••••• ••• " ••••• 

Conference Existing 
agreement. law. 

Per cent. 
1 
2 
3 
4 
6 
8 

10 
12 
14 
16 
18 
20 
22 
25 

Per cent. 
2 
4 
6 
8 

10 
10 
12 
12 
14 
16 
18 
20 
22 
25 

~-----------------------------~------------.---

In >iew of the high estate taxes, inheritance taxes, in the se>7 
eral States, the House conferees thought the rates agreed to 
were sufficiently high in peace times. There was one other 
important modification or amendment to the estate-tax provi­
sion of the House bill which the conferees agreed to. The 
Howse provision did not permit, nor does existing law, exemp­
tion from taxation of bequests, legacies, gift , or devises to 
charitable, educational, religious, literary, and scientific insti­
tUtions. That exemption was put into the conference bill. A1s9 
we extended the time for the payment of these taxes, which the 
commissioner could grant, from t\YO years to three years. That 
is, we gaYe the commissioner the power, in cases where he 
thought it was justified, to extend the time for payment to Uu·ee 
years. The conference action also exempts from the tax: under 
this bill and the existing law the transfer of the net estate of 
any d~edent who has died o1· may die while serving in tile 
military or naYal forces of the United States in the present war 
or from injuries receiyed or disease contracted while in such 
service. 

The conference agreement ah:o changes frOPl three years to two 
years the period of time within which a transfer of a material 
part of his property by a decedent before his death shall be 
deemed to have been made in contemplation of death. With 
these exceptions, and the exception of a few amendments mak­
ing minor administrative changes, the estate tax: is exactly as 
we passed it in this House, line for line and word for word. 

The House insurance tax proYisions haYe been restored in 
eyery particular. 

The capital-stock tax was s tricken out IJy the Senate and a 
tax: upon the net assets shown by the corporation books was 
substituted. This, as it was tli scovereu in the conference, would 
work a great injustice to and a discrimination -against many, 
corporations and would get several million dollars of taxes less. 
After analyzing in the conference the new method proposed by, 
the Senate, it was agreed to restore the capital-stock tax pro­
Yision just as the House hall it. 

I will now take up important Senate amendments relating to 
entirely new matters and the conference action ther-eon. As I 
said a few days ago in the House, some of these amendments are. 
entirely without the province of a reyenue bill, but being in the 
bill by the Senate's action the conference had to face and con­
sider them .. To the so-called bone-dry amendment, applying to: 
the District of Columbia, the H9n!"e conferees yielded. 

Then there is the extra tax on the income of manufacturers 
employing child labor. Remembering wllat took place in the 
House when the bill · went to conference, and the sentiment of 
the House in faYor of that amendment, the House conferees 
yielded . 

To the amendment repealing the auditional 1 cent on letter 
and card postage, the House reallily yielded. So that after 
.July 1, ·1919, we will not have to pay 3 cents letter postage, but 
will . go back to the old postage rate of 2 cents on letters. 

A Senate amendment repealed the existing law as to the zone 
rates on second-class postage matters, magazines, and papers. 
The Senate yielded on that, and the zone system -will remain 
just as it is in the present law. 

As to the Senate amendment taxing political contributions, 
the Senate conferees refused to accept the amendment which 
the House had instructed its conferees to propose and insist 
upon, striking out the retroacti>e feature of the Senate amend­
ment and applying the tax only to future contributions. They, 
therefore, against the protest of some of the House conferees, 
yielded, and between us I think they, or some of them, wanted 
to yield. [Laughter.] Some of the Senate conferees declared 
that they ·wanted the political-contribution amendment making 
it retroactive remain in its "original symmetry, purity, and 
beauty," and they would withdraw the Senate amendment or 
at once yield, if the amendment striking out the retroactive 
features was insisted upon. [Laughter.] 

As I stated in the House here when we had this matter up 
about a week ago it was my judgment, it mattered not which 
motion, whether that of the gentleman from Texas [Mr. GARNER] 
or that of the gentleman from Missouri [Mr. RucKER] the Hous~ 
adopted, the Senate was going to have some good reason to yield 
and not let that provision go into the law. So it will not be in 
the law. 

Now, I come to a very important and very just provision, 
which the House conferees and Senate conferees very willingly, 
agreed upon. It Is in regard to the so-called month's pay to 
officers and enlisted men in our military and naval forces. 
When the House conferees read the Senate bill they found a 
provision giving one month's pay to the officers and enlisted 
men in the Army. and Navy, including the Nurse Corps, but it 
only applied to those officers and m:en who had been honorablY. 
discharged after November 11, 1918, or who shall hereafter be 
discharged. It did not give the man any pay who had been dis-
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charged prior to the :umistice. It gave the officers a month's 
pay .a.nu the enlisted men a month's pay. In other words, it 
.WOuld mean that a colonel would get $333 when he was dis· 
charged and a.n enlisted man, who had gone right to the front 
·lllld bared his breast to the enemy's shot and shell, would only 
get about $3R We did not think that was the right, fair, and 
·equitable thing to do. This is a bonn ; it is a guaranty in the 
nature of a token of the country's appreciation of and as u 
tribute to the loya'lty, valor, and sacrifices of our men of the 
Army and Navy, and wl1en we are be tomng such gratuities we 
feel 'that the enlisted man was entitled to just as much consider­
n'tlon as the highest general. o the conferees pro\idcd that the 
enli ted man should ha\e the same as an officel..'-each should 
lH1 \C $60. [Applause.] 

'V provided, too, that any enlisted man who bad been hon· 
c rubly discharged since April 6, 1917, should have tWs pay or 
gratuity the same .as the man who wa eli ·cha;rged the day after 
November ll, 1918. [Applause.] 

I want you to read this provision and see if we did not do 
the right, fair, and just thing, especially under the present 

:embarrassed financial condition of th~ Governm€nt. Oh, I know 
some of you -gentlemen would like to say 6 month ·' or 12 months' 
pay ; ·some would like to say $500 or $1,000; but, gentlemen, 

~)'t>u underrate the sense of honor and pride and intelligence 
· .~f the enlistoo men in the present Army and Navy. The man, 

>in or out of Congre s, who attempts to demagogue fOJ.' the sol­
'oier vote will make a miserable failure. ·within the l'anks of 
~e private in the Army and Navy are found some of .our most 
1ntelligent anrl capable men. Thousands of college o~· nniver-
1sity graduates, hundreds of thousands, through not blessed 
~th a college degree but equally as intelligent and capable, are 
~re; business men, professional men, bankers, farmers, me­
~anics, many leaving 'lucrative busines~ practice, and position · 
llre there. The enlisted man of the Army or Navy represents · 
\the best type of manhood of every vocation. He stands just as 
bigh in character and ability and commands respect just as 
much in his community as the highest officer in the Army or 
ljavy, fApplause.] He comes from every. section and county 

nd town in the United States. ·I believe the man from your 
hommunity who went in as a private and carne .out as a private is 
~s good as the man in my community who went in as a private 
•nd came out as a private, and he is as good in every way as 
~my .officer 1n the United States Army .or Navy. [Applau~e.] 
lie knows the immense war debt his Government has incurred. 
Be knows the fabulous amount of bonds ah·eady piled upon this 
and future generations. He knows the enormous amount of taxes 
being levied. He knows that further bonds and higher taxes 
mus't come to enable his Government to pay its war debts and 
;maintain its actual cur.rent expenses. He knows that in its 
present financial straits 266,000,000, which is required to pay 
;the $60 granted to each by thi bill, is as much as CQnld be 
:expected of his Government at this time. 
~ Tl}e :SPEAKER. The time of tlle _gentleman has again ex­
pired. 
, Mr. KITCHIN. Give me 10 more minutes, and I mn iinislt 
lu that time. 
1 l\Ir. MANN. I a •k unanimous . consent that the .gentleman 
lm\e 15 minutes. 
1 The SPEAKER. Is there objection to the 1·equest of th gen­
treman .'from Illinois? [After a pause.] Th~ Dhair hears none. 

1\Ir. QUIN. Does the gentleman put Army nurses in'? 
.l\Ir. KITCHIN. Y . ; they are in. 
1\Ir_ RAMSEYER. What is the run.ount you iJrO\ide ? 
1\Ir. KITCHIN. Sixty <dollars each. 
Mr. RAMSEYER. Fm· officers? 
Mr . .KITOHIN. Ana. men; all a.like. We pro\ido here a 

lump un) of $60 rfor -each man and -officer, and we provide th.at 
llpon discharge then and tltere the $60 is t-o be paid ro him, 
in addition to every :other amount the Government may owe 
lum. We provide, too, that those who -shall have been dis­
charged before thls act sh.all be paid their $GO ea.ch just as 
soon as practicable, which, we l.lope, 1t will be immediately upon 
the application of the di charged soldier setting forth t he !acts 
called for by the depa.r~ent. . 
· Now, gentlemen, I ha\e about seyen or eight minut . Does 
anyone desire to ask me a. question? 

. l\1r. PHELAN. Will the gentleman yield just a minute? 
: l\Ir. HOWARD. Will the gentleman explain . tion w, that 
,wa · truck out? ' 

l\Ir. KITCHIN. That is the royalty proposition, which the 
Senate put in. w·e all agreed th-at it should be stricl~en out. The 
Senate amendm~t provided that royalties paid l>.y the Govern­
ment for invention used by the War or ~a.vy D p:u'tment dur-
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ing the present war should be exempt from taxation. The 
House and Senate conferees considered that we ought to make 
no such exc.eption in the income-tax law. If the Go\ernment 
took a fellow's invention and l)Uid him $2 000 or 200,000 
royalty a .sear and it was used dming the war, and it wa .. 
worth $500,000 or $1,000,000, the place to get r€'1 icl wn not in 
a tax bill. He could come to Uongr · with hi clnim and 
present it to the proper committee hereafter. 

Mr. EMEllSON. Will the o-entleman yield to me? 
Mr. KITCHIN. I will yield :first to the geutl m~ u fr m 

1\Ia achu etts [l\lr. P HEL..u ], who wu · fil'. t n his f e t , autl 
then to the gen.tlemnn, if l w desire~ . 

1\Ir. PHELAN. I took up with the gentlemfl.llfrom Nort h Caro­
lina the luxury tax and pointed out th ap11areut di. crimina· 
tion. Will the gentleman explain what ha • b en done in ithut 
case? 

.l\ir. KITCIDN. The lux ury t ax wu. pu t in fue bill b y th 
Ways and Means Commit tee during the war nt the urgent ir 

fJUest of the Secretary of the Treasury , not so much to g t th 
tax but to encourage thrift .and pre\ent extr.a.vaganc . When 
the armistice was signed I felt, from the news of members of 
the commit tee, and many other Memb r of the Hou e, that I 
would be. safe in saying to Senator SIM.:MoNs, chairmn.n of ll.lc 
Finance Committee of the Senate, which I did, that if the 
Senate would strike <Out the luxury-tax s~tion I thought the 
House or · House conferees would concur. The Senate Finance 
Committee did s t rike it out. I think it was during the lust 
day's debate in the Senate upon tlle bill, in the confusion ot 
things .und the desire to hurry up and get :through with the 
bill, that the luxury tax was restored to the bill. After it was 
restored some gentlem11n in the Senate made a motion to strike 
out just one or two iterns--

M.r. PHELAN4 Three items. 
Mr. KITCHIN (continuing). Relntino- to clothing nnd some 

other wearing apparel, and left in all the other items, such as 
shoes, hats, .shirts, and so forth. Now, as it cnme to the con· 
ferees in that shape tlle conferees were powerless to remedy 
the mutter, for the treason that the Senate had kept in all the 
items .e~pt cl..<>thing at a. 10 per cent rate, and the House bill 
.rate was 20 per -cent. The -conferees could not go below the 
10 per · cent rate, neither could they .eliminate lilY items to 
which the Senate had agreed, and the only way we <'.Ou1d 
think of to correct the discrimination was, after the bill be· 
came a ln.w, to have n joint resolution to strike out that 
whole section, including probably the tax -on articles made of 
fur, as they are chiefly wearing apparel. And I hope we 
can do it. 

Mr. CARTER of Oklahoma. I understood the gentleman to 
.say they ·allow the e.onso1idated 1·eturns except in the a e of Ute 
so-called war-profiteers' corpQra.tions. 

Ml'. KITOHIN. Except corporations rganized since Augu t 
1, 1914. 

Mr. CARTER of Okla.homn. The gentleman understanw and 
know better tllan the balan .of u iJ:le difference between the 
tax on a small income and on ·a large income. Now .. how do you 
overcome that preference tbat would be given to tile mall in· 
come when you do not allow the consolidated returns : 

.Mr. KITCHIN. I will say that a small corporati n, ha.vjng, 
say, 20.000 net income or less, i taken care of spe ifi ally ia 
this bill. -

M:r. Ell\IEllSON. Will the g tleman yield? 
Mr. KITCHIN. Y . 
Mr~ EMERSON. I w·ante<l simply to say, oufirml n.:; \Vhat 

the g ntleman has said with reference to tile prlV[lt ·olillcr. 
thn.f there are printte . oldier • serving in the .umy from 1l.lc 
<:; ity of Cleveland who earned $10,000 or $15,000 n ycJ.t' as busi· 
ness and professional men, and earned as civllitutS, tbrne, four, 
five, and even six times a s much a the captain or t1l e culoncl 
of the regiment in which th{'y served. 

l\Ir. TAFFORD. Will the "entleman yieLd? 
M1·. KITCHIN. I will. 
Mr. TAFFORD. Did I under. tand the genUema.n to ny 

the conf ree withdrew the exces -profit and war-profit taxes 
on incli.vidual. · and :wtnersbips? 

Mr. KITCHIN. The Senate agreeu to i.lle House rwovision 
on that. The Hou e .aml Senat pro\isions only mad orpora· 
tlons subject to th exce ·s-profits and w.ar-profits taxe . 

Mr. STAFFORD. \Vlty wns .it that individuals or 11artncr· 
hips that had been makfno- larg r rofit out of war contracts 

should not be taxed. like other corporation ? 
l\1r. KITCHIN. Bcca.u. e the surtax, together wifu the normal 

income tax, on individual incomes was so enormou ly high that 
they would be reached in that wny. 
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Mr. STAFFORD. Has the gentleman compiled any tables 
showing the amount of re1enue that will be derived from the· 
respective titles? 

Mr. KITCHIN. The tables are not included in my report, 
but I will put them in my remarks. Under this bill we will 
raise for this fiscal year $6,077,000,000 and for the fiscal year 
ending June 30, 1920, $4,184,000,000. 

Jl.fr. SNYDER. Mr. Speaker, will the gentleman yield? 
Mr. KITCHIN. Yes. 
Mr. SNYDER. I want to ask the gentleman a question in re­

gard to what the gentleman said about subsequent legislation to 
take care of the luxury tax. Does the gentleman think that 
can be brought about in time? 

1\Ir. KITCHIN. Oh, yes. Section 904 does not go into effect 
until May 1, 1919. . 

1\1r. RAMSEYER. 1\Ir. Spea,ker, will the gentleman yield? 
~fr. KITCHIN. Yes. 
Mr. RAUS.EJYER. I would like to ask the gentleman to 

state whether the provision affecting the postal zones is 
changed? . 

Mr. KITCHIN. The Senate receded on that amendment. 
The zone system will remain the same as it is under existing 
law. 

1\Ir. SMITH of Michigan. Is the tax still kept. on the sales of 
jewelry? 

Mr. KITCHIN. Yes. 
Ur. STAFFORD. Has any change been made in regard to the 

rate on postal cards? 

Mr. KITCHIN. After July 1., 1919, it 'vill be the same as it 
was before the revenue act of 1917. 

Mr. LOBECK. Whe:J. does the 2-cent postage ra.te take effect? 
Mr. KITCHIN. After July 1, 1919. 
In closing, I predict that never again will the Go\ernment 

get along any one year on less than $4,000,000,000. It ought to 
be le:;:;s, however. -

If our public indebtedness reaches $30,000,000,000, which I 
fear it will by June 80, 1920, it will mean that our annual 
taxes to pay interest will amount to about $1,275,000,000 ; and 
even -if we deduct the interest that we will receive from our 
loans to foreign governments, we will still have to raise in taxes 
to pay interest between $800,000,000 and $1,000,000,000. I fear 
that our Army and Navy will cost us annually hereafter in 
the neighborhood of $1,000,000,000. Pensions, in one shape or 
another, and insurance will cost us not less than $1,000,000,000 
a year. It will certainly take another $1,000,000,000 a year to 
finance all the other functions of the Government, including 
all the new things and new functions which the war has and 
will graft upon it. Besides all the above, a sinking fund must 
soon be established to retire our war debt. 

In conclusion I will repeat what I have before said, our 
annual expenditure will hereafter be much more than $4,-
000,000,000 unless the President and Congress take a firmer 
and sb.'onger hold on appropriations than they have heretofore. 
[Applause.] 

The estim'ated re1enue receipt tables referred to are as fol­
lows: 

1 

TABLE 1.-Estimated revenue rtceipt8 undn H. R. U86S, entitled "A bill to provide revenue, and for other purposes," for a 1£-.monil&S' period, as reporUd to th.e House, as ]Ulld 
by t11e House, lUI reported in the Senate, as passed by the Senate, and as agreed to by the conference committee, and receipts for the fiscal year WlB~ 

As reported to As passed by 
the House. the House. 

Income tax: 
Individual. ........•.............•.......•••...•.....•.•...••....... Sl, 482,186,000 Sl, 482,186,000 
Corporation ................•...............•••. -................... 894, 000, 000 94, 000, 000 

~~t'a~~~~~ ~~ ..... ::::::::: :::::::::::::::::::::::::::::::::::: :·:::::: 3
' m: ~: ~ 3

' m: ~: ~ 
Transportation: _ 

Freight ......•.•.... : .•........................•...........•.•...... 
Express .............................................•.............. 
Persons ....... . ........•...........•....•......•.....•.............. 

~!~Ya~is~=s:.·:.·.·.·:::.·:::::.·:::: ::::::::::::::::::::::::::::::: 
~~~~-~~.~~l·e·~~~~~-. ·••.•.· ..•.. ·.·.· ... ·.·.·:.·.·::.·::.~::::::::::.·::::: :::::::: 
Admissions .....•.••..•..•............••....••••............••••.••••.. 
Clubdues .............................•.....................•.•........ 
Excise taxes: 

te~~~b~e;;J!_~-ioD<is; eic:::::::: ::::::::::::::::::::::::::::::::: 
Other taxes on luxuries, at 10 per cent ............................. . 
Other taxes on luxuries, at 20 per cent .•.•••.•••••••..•••••••.••••.• 
Gasoline ....................................•....................... 
Yachts and pleasure boats ........................•................. 

Beverages .........................................................•.... 
Stamp ta..'t:es .............................•.............................. 

1 115, 000, 000 
1 14, 000, 000 
1 75, 000, 000 

4,550,000 
J 6,000,000 

117,000,000 
1 13, 000, 000 
1 95, 000, 000 
18,000,000 

1 120,000,000 
170,000,000 

88,760,000 
184,795,000 
40,000,000 
1,000,000 

~ 85,000,000 
32,000,000 

115, 000, 000 
14,000,000 
75,000,000 
4,559,000 
6,000,000 

17,000,000 
13,000,000 
95,000,000 
8,000,000 

120, 000, 000 
70,500,000 
90,000,000 

175,000,000 
40,000,000 
1,000,000 

85,000,000 
32,000,000 

Tobacco: 
Cigars.............................................................. I65,000,oo0 65,000,000 

~~:·:~~: ~~~~ ~~~ ~~:~~ ~~: ~: ~~~~ ~~: :~:~::~ ~~ ~~~~~ :~::~~~: ~ ~~~:::: .. _._ ~~~~ ..... ~;~~~-
Floor tax........................................................... (5) (5) 

Papers and tubes ....... ""............................................. 12,000,000 2,000,000 
Special taxes: 

Capitalstock....................................................... 180,000,000 80.000,000 
Brokers... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . • 1, 800, 000 1, 800,000 

$1, 432,000,000 
775, 000, 000 

2, 400, 000, 000 
22,000,000 

115, 000, 000 
14,000,000 
75,000,000 
5,000,000 
6,000,000 

17,000,000 
20,000,000 
50,000,000 
3,500,000 

- 71,500,000 
60,000,000 
58,750,000 

................... 

46,200,000 
115,000,000 
72,000,000 
6,300,000 

100,000 
(5) 

1,000,000 

60,000,000 
1,200,000 
2,100,000 

As passed by 
the Senate. 

$1,432,000,000 
175, 000,000 

2, 400, 000, 000 
.22,000,000 

115, oou, 000 
1'!>000,000 
'iv,OOO,OOO 
5,000,000 
6,000,000 

17,000,000 
20,000,000 
50,000,000 
3,500,000 

60,000,000 
60,000,000 
58,750,000 
85,000,000 

46,500,000 
115, 000, 000 
. 72,000,000 

6,300,000 
100,000 

(~) 
1,000,000 

60,000,000 
1,200,000 
2, 100,0Q0 

As agreed to 
by the 

con!erence 
committee. 

51,432,000, 000 
175,000,000 

2, 500, 000, 000 
60,000,000 

115, 000, 000 
14,000,000 
75,000,000 
5,000,000 
6,000,000 

17,000,000 
2 14,000,000 

50,000,000 
3,500,000 

71,000,000 
60,000,000 
58,750,000 
85,000,000 

46,500,000 
125, 000, 000 
72,000,000 
6,300,000 

100,000 
(6) 

1,000,000 

80,000,000 
1,200.000 
2.100,000 

Fiscal year 
1918~ 

} $2, 839, 000,000 

47,453,003 

30,002,000 
6,459,000 

24,306,000 
1,433,000 
2, 237,000 
6, .299,000 
6,492,000 

26,357,000 
2,259,000 

23,981,000 
1 13, 866, 000 

.............. -........ 

.. ............... _.,. __ 

30,910,000 
66,492,000 
47,485,000 
4,049,000 

·······6;28i;ooo 
431,000 

24,996,000 
333,000 
86i,OOO ~~~~~re;~ie·s:::::::: ::::::::::::::::::::::::::::::::::::::::::::: 

1 

~; ~: ~ ~:f,gg::: 
Bowling alleys, billiard and pool tables............................. 12,500,000 2,500,000 ...... z:5oo:ooo· ······2,"600~000· ...... z;soo:ooo· ....... i;os6:ooo 
~~~~~~:·:::::::::::::::::::::::::::::::::::::::::::::::::: ~:~ -4~:~ 4~:~ ~:~ 4gg:~ :::::::::::::::: 
Business license tax................................................ 10,000,000 10,000,000 ••••••••••...•••••••••.•.•••..•..•.•••••••.••..•••••••.•••..•.•• 
Manufacturers ortobacco ..•••...•................................. : 1 70,000 70,000 70,000 70,000 70,000 45,000 
Manufacturersofclgars............................................. 850,000 850,000 850,000 850,000 850,000 379,000 
Manufacturersof.cigarettes......................................... 240,000 240,000 240,000 240,000 240,000 . 115,000 
Use of automobiles and motorcycles • • . • • • . • • . • . . . . . . . . .• . . . . . • • • .. 72,930,000 72,930,000 ••••••••.•••••••••••••.•..•••.•.•••••••••..••...••••••••.•..•••• 

t~~~~~;~a~;;acliis.:eic::::::::::::::::::::::::::::::::::::: ······i;ooo:ooo· ······i;ooo:ooo· 1.~:~ 1.~:~ 1.~:~ ·········4a7:ooo 
Total. ·........................................................ . ... 7,178,971,000 I 7,170,916,000 5, 541,400,000 5, 615, 260,000 5, 788,260, 000 3, 67.2, 847,000 

1 Actual collections since July 1, 1918, indicate that original House bill estimate was too low. 
2 The income and excess and war profits taxes upon insurance companies are estimated to yield $6,000,000. This amount is included in the estimated yield for income 

and 8e~~~~ft~~~;~:~. . 
c Reduction from the House bill estimate of 11,137,600.000 is due to the prohibition and food conservation features of the food stimulation act. 
• Floor tax not included. 
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TA.BLE 2.-&timated reventu receipt3 under the existing law Clnd th~ revenm act of 1918, 

Cl3 agreed to by the conference committee, for the ji8cal1/t4T ending June~ !919, and under 
the revenm act of1918, a3 agreed to by the conference committee/or the Mcal7Jear ending 
June 90, 1920. 

Fiscal year ending June 30-

1919 1920 

Income tax: 
IndividuaL................................... $1,432,000,000 $1,290,000,000 

Exc?~~~~~~~~::: ::::::::::::::::::::::::::::::: 2,~;~;~ 1,~;~;~ 
Estate tax . ............................ : ........... 110,000,000 110,000,000 
Transports tion: 

Frmght ....................................... . 

~~~-- .... : ~:::: ~:::::::::::::::: ::::::::::::: 
~ei!~YaRl~~~~::::::: ::::::::::::::::::::::: 

Telegraph and telephone ...•...•................. 
Insurance .-....................................... . 
Admissions ....................................... . 
Club dues ................................... . ... .. 
Excise taxes: 

115, 000,000 
14,000,000 
75,000,000 
5,000,000 
6,000,000 

16,000,000 
14,000,000 
50,000,000 
3,500,000 

115, 000, 000 
14,000,000 
75,000,000 
5,000,000 
6,000,000 

17,000,000 
14,000,000 
50,000,000 
3,500,000 

Automobiles, etc.............................. 50,000,000 75,000, OOJ 
Jewelry, sporting goods, etc.................... 41, 200, 000 60,000,000 
Other taxes on luxuries, at 10 per cent ......... 14,500,000 58,000,000 
Other taxes on luxuries, at 20 per cent......... 20,000,000 · 85,000, OOJ 
Gasoline ...................................................................... . 
Yachts and pleasure boats .. ,.................. 250,000 1,000,000 

~t~':~f~es:::::::::::::::::::: ::::::::::::::::::: 4~; ~: ~ ~~: ~;~ 
Tobacco: · 

Cigar~ ......•.................•...........•.... 
Cigarettes ....•.......••..........••......•.•.. 
Tobacco : ..... : .....................•.......... 

. ~tf.: ~~~:::::: :::::::::::::::::::::::::::::::: 
Paper3 an:l tubes ................................. . 

43,000,000 
106, 500,000 
61,000,000 
~.ooo,ooo 

20,000 
1,000,000 

46,500,000 
125,000,.()(){) 
72,000,000 
6,300,00J 

100,00J 
1,000,00J 

Special taxes: · 
Capital stock.. . . . . . . . . . . . • . • . . . • . . . • . . . . . . . . . . SO, 000, 000 80,000, 000 
Broker3.. . . . . . . . . . . . . . . • . . . • . • . • • • . • . . . • . . .• .. 1, 000, 000 1, 200,000 
Theaters, etc.................................. 2, 000,000 2,100, 000 
Mail-order sales ..................................... . ........................ .. 
Bo7."lin~ alleys, billiard ani pool tables........ 1, 900,000 2, 500,000 
Sbootin3 galleries.............................. 100,000 400,000 · 
Ridin~ academies.. .. ........ . . . . . .. . . . .. . • . . . . 10, 000 50, 000 
Busin~s licen<>e tax .......................................................... . 
Man:Ifacturer.> of tobacco..................... . 50,000 70, 000 
Manufacturer.> of cigars. . . . . . . . . . . . . . . . . • . . . . . . 640, OOJ 850, 000 
Man:Ifacturcrs of cigarettes . ................... 180,00J 240,000 
Use of automobiles ani motorcycles ................................•.•........ 
Automobiles for hire........................... 350,000 700,000 
Use or motor boats, yachts, etc. . . . . . . . . . . . . . . . 1, 000, ()(Y.) 1, 000, 000 
Floor stock tax ................................ 50, 000, 000 ............... . 

'I otal.. . . . . . . . . .. . . . • . . . . .. .. . . . • . . . . . . . • . . .. 6, 077, 200,000 4, 184, 510, 000 

Mr. FORDNEY. Mr. Speaker and gentlemen, I am going to 
be very brief. I am going . to occupy but very little time. The 

. gentleman from North Carolina [1\Ir. KrrcHIN] asked me to 
say that. the change in the postal rates takes effect July 1 instead 
of July 11, 1919. 

There are only a few .things that I want to mention. First 
of all let me say this bill is n much better bill now than when 
it passed the House first. There are many amendments that 
have been made in the Senate and in conference that, in my 
opinion, make the bill more equitable and just to the tax­
payers. There are some inequaiities in the law which are 
hard to remedy. It can not be done easily. The tax upon a. 
corporation or a partnership with large capital is very difficult 
to adjust so that the corporation and the partnership with the 
same amount of capital and the same volume of business and 
the same amount of profits shall pay the same amount of tax. 
It is very difficult to draw ·this or any other law to put them in 
two classes, namely, the corporation and the individual, and yet 
have the tax paid by each the same. 

I believe the provision in the law, as now agreed to, relating 
to oil and gas wells is equitable. A prospecting company might 
go on for several ye.ars prospecting and losing money. All at 
once they strike a well, a good flow of oil or gas. They can 
only use as capital the money invested in that particular well, 
not the money used by the corporation for several years past. 
Consequently their deductions are n·ot equitable and just, as 
compared with those of other corporations, so that when a 
profitable well has been discovered the limitation is 20 per cent 
on the selling price of that particular v;ell. ' 

I know of a particular instance where a firm ·had gone and 
spent $600,000 in prospecting for oil in Oklahoma. At last they 
struck a very valuable flow of oil an<l were offered $600,000 for 
that property. They could not sell because, as the bill passed 
the House, they would be taxed 80 per cent of their entire pro­
ceeds from that sale except what money was expended on that 
particular property. Therefore -they could not sell at · all, 
aitl1ough the law as it now sram1s before the House, in my opin-

ion, is equitable and just; ruuch more so, at least, than the 
original provision as the bill passed the House. . 

Now, as to the cost-plus contracts. The cost-plus contractors 
of the country made profits because of the war. There is no 
question about that. In many instances· the capital was only a 
nominal sum and the profits very great. I know of a single in­
stance where the capital invested was $25,000 and the profits 
during the year 1918 were $1,150,000. · 

Another case was called to my attention. I believe the gentle­
man from Ohio · [l'.Ir. LoNGWORTH] spoke to-day of a subsidiary 
company, with $1,000 capital, whose profits were $1,000,000. 
Those were the men that the committee wished to bring within 
the limits of that dragnet and impose heavy taxes upon them, be­
cause those ·profits were made out of the war, and "the taxpayer 
must pay it. 

Now, let me show you what that does with the subsidiary com· 
pany with $1,000 .capital invested and $1,000,000 profit. · I know 
of an instance where practically no capital was invested aiHl 
where $3,600,000 profit was made. I want to get. that fellow, 
and this bill does get him. Here is what happens to the firm 
with $1,000 capiU:Il and $1,000,000 profit: First of all it is enti­
tled to a 10 per cent deduction on the capital, which is $100, 
plus $3,000, or $3,100 from a million dollars, which leaves 
$996,900, on wi:Uch an 80 per cent tax applies, which amounts to 
$797,520. Deducting that war tax from the total of $1,000,000 
leaves $202,480, from which the normal tax is deducted of 12 
per cent, or $24,279.60, making a total tax upon that corporation 
of $821,799.60. Out of the $1,000,000 profit, on $1,000 capital, 
the firm still has $178,200, or 178 per cent on the capital invested. 

Mr. SMITH of Michigan. 111r. Speaker, will the gentleman 
yield for a question? 

Mr. FORDNEY. Certainly. 
Mr. SMITH of Michigan. Is it not true that under the cost­

plus contract the contractor is also allowed to include this tax 
that he pays? 

Mr. FORDNEY. In answering the gentleman let me say 
there were some contracts drawn by the Government that were 
construed by me and other members of the committee as ex­
empting the contractor from all taxes paid. In other words, 
there was language in the contract that said all taxes paid 
should be a part of the cost. Therefore if the courts construe 
a contract of that 'kind to mean that the Federal tax paid 
shall be a part of the cost, then the man who pays that tux 
gets his taxes back and his per cent of profit, 5, 7, or 10 per 
cent, whatever it may be, on those taxes paid. That is bad law. 

Mr. SMITH of Michigan. Yes; that is bad. 
Mr. FORDNEY . . I obtained that information from testimony 

given before a Senate committee. I gave the name of the firm, 
the date of the contract, and the number. However, it was 
said that the Government did not intend to include the Federal 
tax in that provision. But .there is the language in the contract. 

Mr. JONES. Mr. Speaker, will the gentleman yield? 
Mr. FORDNEY. Yes. 
Mr. JONES. 'Vhat was the purpose of excluding trading 

corporations from the benefit of the personal-service corporation 
provision? I see you put them in as one of the · exceptions, 
and cost-plus contractors as the other. 

Mr. FORDNEY. •rrading corporations? 
Mr. JONES. Yes ; why should they be exempted? 
l\fr. FORDNEY. If I am correct, a trading corporation means 

a sort of cooperative concern, where a portion of the busine s 
is done for the stockholders of that corporation, and yet they 
carry on a part of the business in trade, and so on. Now, 
where the business is carried on for no other purpose except 
the handling of the goods of the people who make up the as­
sociation, there is no tax on that part of their business. 

Mr. JONES. Would that cover a concern which was selling 
cottonseed cake on commission, for instance? 

Mr. FORDNEY. No; I think not. 
Mr. JONES. In other words, if it were purely a personal· 

service corporation it would be entitled to the benefits of the 
personal-service corpoi"ation exemption. If I read this exception 
correctly, they would not get the benefit of it, because they 
would be a commission house. 

Mr. FORDNEY. They would be consitlered as a commission 
house, and I do not think they would come in under that provi· 
sion. 

Now, when the bill passed the House we had in it a tax: of 2 
cents a gallon on gasoline. There were 2,200,000,000 gallons of 
gasoline used in the country last year, an<l a tax of 2 cents per 
gallon would yield a reYenue to the Go\-ernment of $44,000,000 
if the same amount of ga oline wn · used in 1918 as was u ed 
in 1917. In the reduction of the Yolume of taxes in the bill that 
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item was stricken out, because gasoline has become a thing of 
such common use by e-verybody. 

There was much said in the committee about tile amount of 
compensation, or bonus, as it was called, to the soldiers who 
ser-ved in this war. I believe that every Member of this House 
and of the Senate feels that he wants to be generous to the poor 
boys who went to tile battle front and helped win this war. 
Those boys suffered great hardships and great dangers. Many 
c:une back with one arm, with one leg, or without any legs or 

itllout arms. A physician told me the other day that he found 
n man out here in the hospital with both arms and both legs 
off. The people of this country can not do too much for those 
poor fellows. The people of the country rema.ined at home and 
enjoyed good bed and gooll tables to sit do~rn to, in no <langer, 
enjoying all tile comforts of life, wWle these b<>:rs were o-ver 
tilere defemling the Stars an<l Stripes, and God knows we owe 
them a debt that we ne-ver can repay. [Applause.] I w-anted 
to yield more to the s<>lUier boys than was finally agreed upon­
$60 flat to e'lerybody. What does this amount to, though, my 
friends! These items rtm up to an enormous sum. Sixty dollars 
to each soldier w-ill call for a contribution of $266,000,000. It 
is a mere bagatelle in comparison to the sen-ices rendered. One 
year' pay was uggested by some men-one year's pay at $30 
n. month for the men in the field-but that would amount to 
$l,u96,000,000 in money. 

Mr. LANGLEY. Will the gentleman yielu there! 
Mr. FORDNEY. Yes. 
1\fr. LANGLEY. Does not the gentleman think we could take 

$WO,OOO,OOO out of the naval appropriation bill and double this 
amount for the soldier ! \Vonlu not that serve a much better 
purpose than to proceed to build a lot of ships that will not be 
finished for se-veral years! 

1\Ir. FORDNEY. I had much rather economize in ways where 
we can economize and give this money to these beloved boys. 
[Applause.] 

:Mr. LANGLEY. I think the gentleman is entirely right, and 
I think we ought to do it if there is any way to do it while 
we are considering this subject. 

Mr. FORDNEY. We are going to take care of those boys. 
[Applause.] I ha-ve spent some time of late trying to prepare 
n bill to present to tllis House, and to my happy surprise I find 
there is existing law by wWch those boys who !h'l'le lost arms or 
legs or have been disabled can, at the e..--q>ense of the Federal 
Government, be sent to school and educated in some line--in 
medicine, in law, in electricity, in mechanical engineering, or 
any course chosen by the soldier-and recei'le an income from 
the Federal Go,·ernment of not less than $65 per month while 
receiving that euucation, and in addition thereto the family is 
entitled to the allotments and allowances as under existing law 
during the time or his schooling. 

Mr. LANGLEY. That is 'lery true and that is right, but how 
about the man who has lost his job, e-ven though he did not 
lose an arm? What is he going to do while all this unemploy­
ment exists! 

l\lr. FORDNEY. I am not alarmed about employment for the 
poor fellows when they come back. \Vhat I a.m anxious about 
now is to see the immediate discharge of the soldiers in the 
camps in the United States. [Applause.] Let them go home, 
where they want to go. They came forward lil{e bra'le men at 
the call of their country. They were anxious to render assist­
ance. Our QQvernment accepted them quickly. Now, for 
Heaven's sake let them go home. 

It has been suggested that we are going to have one grand 
parade of soldiers in this city before they are mustered out. 
My boy wants to go home and your boy wants to go home, and 
they do not care a baubee about marchlng down Pennsylvania 
Avenue for some officer to bow and scrape and say" How do you 
do; you have done 'Yell, my boys," so that afterwards :\'\"e can ga 
down to the movies and see the picture of that fellow bowing 
and scraping. That is all there is to be deri'led in the way of 
benefit from such a parade. [Applause.] 

1\lr. CANNON. Will the gentlem:m yield? 
1\Ir. FORDNEY. I take pleasure in yielding to my friend 

from Illinois. 
1\Ir. CANNON. As I unders tand, this bill carries $GO to be 

paid to every soldier? 
Mr. FORDNEY. Ye. 
l\Ir. CANNON. Whether he has been injured or not? 
Mr. FORD::t-.TEY. Yes. 
l\Ir. CANNON. And t hat i. in addition to the compensation 

for the lo s of limhs, and so forth~ 
J\lr. FORDNEY. Oh, yes. 
l\Ir. C.dJ\TNON. Aml that is in addition to the care for the 

families anu dependtnts of the soldiers? 

Mr. FORDNEY. Yes; in addition to everything he is entitled 
to under existing law. This is in addition to ev~rything. 

l\Ir. CANNON. Including the vocational education! 
1\lr. FORDNEY. Yes. 
l\Ir. CAl~NON. I am very glad tim t that provision is made. 

How-eYer, the great mass of soldiers who come back and the 
great mass of those who supported them will pay cheerfully, in 
addition to compensatiou the like of which was never made by 
any government in the tide of time, and I am glad of it. 

Mr. GALLIVAN. Will the gentleman yield! 
l\lr. FORDNEY. Yes. 
l\Ir. GALLIVAN. Will the adoption of this $60 bonus pl·e­

clude any additional legL<Uation along the lin.e of granting a 
bonus! . 

1\Ir. FORDNEY. Oh, no. 
Mr. GALLIVAN. If another bonus i granted wiU thi $60 

be paid as well? . Sixty dollar. is a measly amount to pay to our 
soldiers. I want to vote a really substantial recognition of their 
work. 

Mr. FORDNEY. The $60 will be paid whether there is any 
suggestion for another bonus following this or not. 
. 1\Ir. GALLIVAN. I may say, if the gentleman will excuse 

me for a moment, that I want to -vote for this bill, although my 
present intention is not to l"Ote for it beca.use of the very small 
pittance which has been grren the soldier. I have a six months' 
pay bill introduced here, and I was wondering if this provision 
would preclude the consideration by Congress of that six 
months' pay bill. I am anxious to haYe Congress give the ol· 
diers and sailors, and the nurses, too~ the equivalent of six 
months' pay. 

The gentlem~n will again pardon me if I remind him that in 
the last deficiency bill passed by this House we are covering 
back into the Treasury, because of the sudden nnd u~expected 
en<ling of the war, practically $15,000,000,000, tilanks to our 
boys. [Applause.] They fini hed the job they undertook in 
quick time, and we can ufforu to gi •e them a better deal than 
this bill prondes. 

l\lr. l\IADDEN. Will the gentleman yield! 
l\lr. FORDNEY. Certainly we can. 

- Mr. MADDE.t~. I see that the Agriculture Committee has 
provided for an additional billion dollars as compensation to 
the farmer to maintain the price of wheat dul'ing the year 
1919-20. The Railroad Administration had placed to its credit 
$500,000,000 when the Government took the railroads o-ver. 
They have lost $216,000,000 in the operation of railroads within 
a year. They are now asking for $750,000,000 more to tide 
them O'ler for another year. The Post Office Depat~tment has 
taken O'ler tl1e telegraph awl telephone wires, and as a result 
of that they will be compelled to tax the telephone and tele­
graph users large sums to prevent lo . Now, if we can afford 
to maintain the extra'lagant expenditures proviued for in tbe 
items I Ila\e indicated, is it not of infinitely more imp<>rtance 
and more decent to pay additional compensation or bonus to the 
men who offered their lives to sa-ve the country? 

l\lr. FORDNEY. I agree with the gentleman. 
'l\lr. l\IADDEN. Is not $60 a measly sum to give them! 
l\Ir. FORDNEY. I agree with tile gentleman that the $60 is a 

'lery small pittance, but the best we could get in e<>nference. 
Mr. GALLIVAN. A mere tip. 
1\Ir. FORDNEY. I was much in favor of a larger sum. The 

sum the gentleman mentions as the guaranty for the price of 
wllent in the country will be paid ; that was a guaranty made 
by the Government--
- 1\Ir. l\IADDEN. But this is a new guaranty. 

M-r. FORDNEY. As an inducement to the farmer to raise 
more wheat at any co t to supply the hungry people of the 
world. 

l\Ir. LEVEll. And the farmer raised it. 
- Mr. FORDNEY. He rai ed it and the Go-vernment is going 
to carry out its contract. [Applause.] 

Mr. MADDEN. But they propose to make a new contract. 
l\Ir. FORDNEY. The Government took over the railroads 

and the gentleman's figures of the amount lost during Govern­
ment control do not correspond with my own. I obtained from 
the Committee on Appropriations this information, that the 
first year the loss to the Federal Go'lernment for their med<lling 
with t.be railroads was $755,000,000. But we are like the man 
in the hollow log that has the bear by the tail, he does not <lare 
to let go 'just now. [Laughter.] 

l\Ir: STEENERSON. Will tlle gentleman yield? 
Mr. FORDNEY. Yes. ·· 
l\Ir. STEENERSON. The gentleman is aware of the fact that, 

although the Goven:unent guaranteed that price of wheat last 
year, the Food Administration reports that tbey will come out 
of the guaranty without any loss. 
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· Mr. FO::RDNEY. I understand so, and I hove so. 
Mr. STEENERSON. And that the next year qoes not indi­

cate a loss of a million. 
Mr. FORDNEY. - I do not know how we can be called upon 

to pay a ·billion dollars and pay it and not lose some money. I 
do not know how or where the Government is going to get it 
back. 

Now, let me go a little further. The Government has taken 
over the steamships and, with all due respect for my good friend 
from Pennsylvania, they came very near taking over the canals. 
[Laughter.] 

:Mr. MOORE of Pennsylvania. That would have been the 
cheapest investment they could have made. 

Mr. FORDNEY. I respect you, my good friend. [Laughter.] 
Mr. MOORE of Pennsylvania. I want to say, if the gentleman 

will permit, that they propose now to take another $200,000,000 
out of the Treasury for good roads, whereas $100,000,000 taken 
out for canals would have put us in business for years. 

Mr. FORDNEY. The gentleman is correct, as he sometimes is. 
[Laughter.] The Government took over the steamship lines. 
Less than two weeks ago the Government notified the Merchant 
& Miners Transportaion Co., whose steamships they had taken 
over, an old established transportation company doing business 
on the Atlantic coast, that they were going to return them. 
When the Government took that company's ships it took some 
$600,000 of money then in that company's treasury. Last week 
the Government notified that transportation company that it 
was going to give them back the ships without any money. 
'l'he Government is not only not paying the company for the use 
of its ships, but is keeping the money it took out of the treasury 
of the company. That is Uncle Sam for you and Government 
ownership. 

Mr. LOBECK. Mr. Speaker, will the gentleman yield? 
Mr. FORDNEY. Yes. 

. Mr. LOBECK. Is not the great loss in the administration of 
railroads 1argely due to the increased wages paid to every man 
employed? 

Mr. FORDNEY. Partially so. 
Mr. LOBECK. Is not that the largest item? 

~ Mr. FORDNEY. The power vested in the Interstate Com­
merce Commission controlled the incomes of the railroads, fixed 
the maximum rates that the roads could charge for freight 
and passenger service. The railroad companies for several 
years had been appealing to the Interstate Commerce Com­
mission to give them higher freight rates and higher passen­
ger rates, but that was continuously declined by the Inter­
state Commerce Commission. · The Interstate Commerce Com­
mission fixed the income of the railroads, but did not control 
the outlay; but a political body, the Congress of the United 
States, came in to help out the situation and said to the rail­
road companies, through the Adamson bill, "You must advance 
your wages," and they did it without any increase in their 
incomes. When you put a corporation or an individual or any 
business between one body in the Government fixing your income 
and another body fixing your outlay you are between the devil 

.. und the deep blue sea, and you will land with one or the other, 
and either of them is enough to destroy you. The minute the 
Government took over the railroads it saw that the income of 
the railroads was not sufficient to meet the necessary expenses 
in the increased wage scales and the upkeep of their lines, in 
betterment, in equipment, in the maintaining of their roads, and 
the Government immediately advanced the passenger rates 50 
per cent and advanced the freight rates 25 per cent. In 12 
months, upon the. basis of the income of the railroads for pas­
senger fares-$800,000,000, which was the income for 1916-50 
per cent _ would .mean $400,000,00~). Two billion four hundred 
million dollars was collected in freight by the railroads of this 
country in 1916. An advance of 25 per cent in their rates means 
$.600,000,000 in 12 months' increase in their income, and the esti­
mated increase of those two things-passenger fare 50 per cent 
and freight rates 25 per_ cent-would mean an increase in income 
of $1,000,000,000. · 

Now, · in answer to your question, the increase in the wages 
which was made retroactive beginning the 1st of January, 
·1918, · a.ino:unts only in round numbers to about $300,000,000. 
'Vhere is the balance of that billion dollars which they should 
receive in an increased income? There is a loss of $750,000,000. 
Ror .the first six months of 1917 the profits of the _railroads of 
tP,is country were a fraction over $565,000,~00, and for the first 

' ·· six months of '1918, under Government ownership, the loss was 
over $300,000,000, making a difference of more than $800,000,000 
for tlie first Six month's nuder Government control, as com­
pared with the cor:respondlng six months of the year before. 
That is Government ownership for you, something that some 
of you seem so much in favor of. 

Mr. HARDY. Mr. Speaker, will the gentleman yield? · 
1\lr. FORDNEY. Yes. 
Mr. HARDY. Does not the gentleman recognize that if we 

pursue the policy of diverging and going into every other thing 
under the sun; as we have been for the last 15 minutes, not 
discussing the measure before the House, that we can not get 
through with the measures that we ought to pass during this 
session? 

Mr. FORDNEY. l\Iy friend, I am anxious to get all bills 
through Congress to avoid an extra session of ·Congress. I have 
been doing my duty. I have worked faithfully since the 6th 
day of June on this devilish bill, and I am only going to take 
about five minutes · more in eA'lJlaining my views upon it, 
although it is to take from the people $6,000,000,000 in money. 
Do you think I am filibustering? 

Mr. HARDY. Mr. Speaker, · will the gentleman permit one 
observation? 

Mr. FORDNEY.. Yes. 
Mr. HARDY. I do not think the gentleman courted this diver­

sion. I think he wanted to discuss the bill. I merely rose to 
call attention to the fact that this starting off after Tom, Dick, 
and Harry, and every other issue under the sun, is prolonging 
this session and endangering the possibility of doing what we 
sho"Q.ld do. The gentleman knows that if answers were at· 
tempted to be made to all of these chargeful questions we 
would take all the balance of this term discussing immaterial 
matters. 

]',fr. FORDNEY. I have said all I 'vant to say about the 
Government ownership of railroads, and have put my stamp of 
disapproval upon it or anything else controlled by the Govern­
ment as against private ownership. 

Mr. HARDY. That has nothing to do with this bilL 
Mr. MOORE of Pennsylvania. Mr. Speaker, will the gentle­

man yield? 
Mr. FORDNEY. Yes. 
Mr. MOORE of Pennsylvania. Does not the gentleman think 

that it approaches the point of impertinence, a·fter the majoritY, 
leader has spent nearly three hours discussing this bil1, when 
every Republican is prepared to hasten its passage and to vote 
upon it, for anyone to rise and suggest that a gentleman, the 
ranking member of the committee on the Republican side, who 
has devoted 10 months_ of his time to the bill, should be shut off 
in the midst of one of the important points covered by the bill? 

Mr. FORDNEY. Oh, I believe the gentleman from Texas was 
kindly in his suggestion. He is a very dear friend of mine. 

Mr. MOORE of Pennsylvania. I suggest that sometimes a 
great deal of buncombe comes from those who do not watch 
things quite ·so closely as do those upon the committee. 

Mr. MANN. ]',fr. Speaker, will the gentleman yield? 
Mi·. FORDNEY. Yes. 
]',fr. 1\!ANN. Did the gentleman consider this point in refer­

ence to the payment of $60 to the discharged soldiers? The pro-
vision in the bill reads : . 
and in the case 'of separation from the service after the passage of this 
act shall be paid at the time of such separation. · 

Did ·the committee consider how long that would ·tlelar clc-
mobilizing the Army? · · 

Mr. FORDNEY. · No; the committee bad no informa tion as 
to when those men would be discharged. ' 

Mr. l\fANN.' · The committee must know that after the passage 
of this act, which does not take effect until the day of its pas­
sage, the .Army can !lOt give an honorable discharge to nny 
soldier in the service unless it is prepared at the time to pay 
him the $60 extra. 

And, as in many cases probably they will not be prepared to 
pay this $60, they will not grant the discharge. That will be 
the on1y way out of it. 

Mr. FORDNEY. I will say to the gentleman the bill pro­
vides, as I tiiiderstand it, for the payment of this $60 from the 
tlirie the law takes effect to all who were discharged from that 
time on, and information comes from the War Department that 
those who are already discharged would be paid just as quickly 
as the machinery woUld permit. · 
· Mr. -MANN. ·I understand. I did not refer to that; but, con­

sideling the fact that the law now requires soldiers shall be paid 
monthly, and that we know of innumerable cases · in France 
where they have not been paid in many months, what will the 
department do . about this sort of a regulation? 

Mr. FORDNEY. Well, all we can do is to say that when a 
man is discharged they shall pay this sum anyway. That is 
about as far as the committee could go in framing the la'\Y. 

Mr. GARNER. Will the ~entleruan yield? 
Mr. FORDNEY. I ·will. 
Mr. GARNER. I want to ask the gentleman, in \·iew of the 

statement made by the gentleman from North Carolina [l\fr. 
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KrrcrrrN], if he does not think it will be necessary to _have addi- Mr. FORDNBY. And whatever taxes are paid by him in 
tional re\enue in order to run the Government for the next Canada will be deducted from his tax in this country on what 
fiscal year? . his income from the business in Canada amounts to. 

l\lr. FORDNEY. I do. I gave some figures here yesterday Mr. KEARNS. Although in his business in·Canada now the 
of tile extraordinary expenditures of this Government, and the profits are brought into this country? All the profits remain in 
gentleman will find those figures in the RECORD of this morning, Canada and are used in the operation of the business in Canada. 
·in which I showed that a few of the extraordinary expenditures Mr. FORDNEY. If he is a citizen of the United States, doing 
of the Go\ernment will amount to $6,795,000,000 extra-not ordi- business solely in Canada, living in Canada, he is subject to 
nary running expenses of the Government, but those are extras- taxes in this country as a citizen of the United States, and on 
and that to that must be added other millions, which will bring his income in Canada be is taxed there mid he is taxed here, 
up the expenses of this Government to, in my opinion, about but we permit him to deduct from his taxes here whatever tax 
$10,000,000,000. Now, we must have more revenue-that is to he pays over there. 
say, taxes-or we must borrow it from the sale of Government Mr . .JOHNSON of Washington. And that country does the 
bonds, or we must pass an additional revenue bill, which I be- same in regard to our country? 
lieve will be passed in the next Congress. Mr. FORDNEY. I . think the Canadian Government treats 

. Mr. EMERSON. Will the gentleman yield? our .citizens over there the same. 
l\Ir. FORDNEY. Yes, sir. Mr. Speaker, I reserve the balance of my time. [Applause.] 
Mr. EMERSON. Did the conference committee take into con- The SPEAKER. The gentleman from Pennsylvania [Mr. 

sideration that in the next fiscal year there will not be anywhere MooRE] is recognized. 
near the profits there are in this fiscal year, and unless some Mr. MOORE of Pennsylvania. Mr. Speaker, when the big 
miracle happens there will not be any profits at all? revenue bill came out of the Ways and Means Committee I gave 

Mr. FORD~"EY. My good friend, this was considered by the credit for it to the President, the Secretary of the Treasury­
committee. Every buainess man knows that the cost of living, Mr. McAdoo-and the gentleman from North Carolina [Mr. 
that the labor cost, material cost, and other costs are ab)lormally KITCHIN], chairman of the Ways and Means Committee. Al­
high at the present tiiL:e. Adjustments must be made and are though 602 amendments were tacked onto the bill in the Senate, 
being made now where we must get back to normal conditions and it now comes back through the conferees of the House and 
in the near future. During that reconstn1ction period, my Senate extended in length to 362 pages, accompanied by a 94-
friend, it is a matter of great seriousness between capital and page conference report, it is still the Wilson-McAdoo-Kitchin bill 
labor in this country. You can not have a high cost for mate- with a few harbors of refuge not hitherto provided, presumably 
rials and low cost for Jabor, you can not have low cost for mate- for deserving taxpayers. As it carne to the House originally 
rial:-; and high cost for labor; labor and the value of the prod- the bill proposed to raise the taxes from incomes, corporations, 
ucts of that labor must go together up or down. They are up war profits, estates, and miscellaneous, about $8,000,000,000. 
now. They must and will go down; and during that time there That was the amount the President, acting as Commander in 
will be, as there is now, great unrest in the labor world, in the Chief of the Army and Navy, proposed should be raised by taxa­
world over, not only in the United States. On the Pacific tion, as the Secretary of the Treasury, Mr. McAdoo, explained 
coast there is a great strike on at the present time, where this in detail in his letter to the chairman of the Ways and Means 
morning's paper states that there are 70,000 workingmen on Committee .June 5, 1918. Notwithstanding the President's ad­
a strike in Seattle and Tacoma, Wash., striking for $1 an hour. dress to Congress insisting upon taxation along with loans to 
I received a letter from Michigan yesterday from an employer meet the expenses of war, and his suggestion that the proper­
of labor. who had closed his factory and wanted to start up and tion of taxes should be at best one-third, and despite the in­
h.ad put out an offer of $4 a day for labor, and out of 200 em- sistence of the Secretary of the Treasury that $24,000,000,000 
ployees only 7 accepted and said they were ready to go to work. would be spent for the fiscal year ending .June 30, 1919, alone, 
Wages are abnormal, my ftiends. In the lumber market in the and that $8,000,000,000 must be raised by taxation, this redraft 
State of 'Vashington labor is averaging 50 cents to $1 per hour. of the Wilson-1\fcAdoo-Kitchin bill is expected to cut down the 
Section hands on the railroads in the State of Washington 
to-day get $4 per day for an eight-hour day. While that scale sum total to be collected from $8,000,000,000 to $6,000,000,000. 

At least that is the amount which the Treasury experts esti­
of wages lasts, my good friends, the cost of production of every mate the bill, as amended, will produce. In new of this at­
article we consume must and will be high. Therefore I say 

·1 h tr d th Lo d tempted reduction of the enormous burdens imposed by the 
great unrest now prevai s throug out the coun y, an e r bill it is fair to assume that the administration has reason to 
only knows when that situation will settle down to normal con-
ditions, but while we nre going on this Government has in- ameliorate the wrath of the taxpayers who must pay the "·ar 
cur-red great expenses, great costs· upon the people. Much taxes bill, or is reasonably assured that the expenses of war will be 
must be collected from the 110,000,000 of the people of this speedily reduced. 
country. We are calling in this bill for $6,000,000,000 for the That the taxpayers-even the remotest of them-are about to 
calendar year of 1918. It is not a sufficient sum to meet a fair sustain their greatest shock no one who has attempted to read 
proportion of our costs, to pay our debts, to adiLinister this this forbidding measure will deny. It carries the greatest 
great Government, and therefore, gentlemen, I will vote for it, monetary burden ever imposed upon any people at any time. 
::md I will be called upon, if the Lord lets me live a few months That our so-called war expenses-and many offenses have been 
longer, to vote for additional revenue laws to produce more com_mit~ed in that n~~e-h~v~ been, or are being, so reduced as 
money in order that we may meet our obligations already in- to JUStify_ the admirustratwn s attempt to lessen the burden 
currecl. Now, Mr. Speaker, I yield 15 minutes to the gentleman of taxation, I am not prepared to admit. 
from .Pennsylvania [1\Ir. MooRE]. I So recently as .January 31 last the efficient and painstaking 

1\lr. FARR. ·wm the .gentleman answer n question? chairman of the Appropriations Committee, in an earnest effort 
Mr. FORDNEY. All right. to show salvage in war expenditures, admitted that we 'vere 
1\Ir. FARR. What will this war have cost the Government still spending $50,000,000 a day and that our monthly expensE's 

when these extraordinary expenses to which the gentleman re- up to and including _January, 1919, were running over $1,GOO.­
fers are paid 1 . 000,000. If that statement is accurate, and no one has dare~l 

1\lr. FORDNEY. The reports show, down to and including deny it, then this great revenu~ bill, over which Congress has 
January, 1919, about $25,500,000,000 as the cost of the war. labored since the Commander in Chief presented his war tle-

1\lr. KEARNS. Will the gentleman yield for a question? mands last April, unprecedented and crushing in effect as it is, 
1\lr. FORDNEY. I will. . will produce much less than will be necessary to meet our war 
Mr. KEARNS. Not in line with what the gentleman talks requirements for the short period of four months. ·· It is mighty 

about, but perhaps the gentleman can give some information. important we take these significant facts into consideration in 
There is a corporation doing business in the State of Ohio. It connection with the efforts that are being made to show that 
is not a branch even, but they are doing business also in the country has unlimited credit and that the American people 
Canada-- can saddle themselves with the burdens of mankind. It is a 

l\11". FORDNEY. Yes. fact, patent to anyone who scans the Treasury statementt:. that 
l\lr. KEARNS. But they are not incorporated in Canada, our total money supply in the United States -is onl:v nhout 

but the Canadian Government licensed them for the privilege $7,500,000,000. But financiers and Treasury experts li4:e the 
of doing business there. former Secretary of the Treasury, alwa~·s cheerful and optimis-

1\Ir. FORDNEY. Yes. Now, let me say ·to you, I see the point tic, talk of "our . Nation's wealth" as a tangible thing. Thnt 
coming, this law provides that an American citizen doing busi- wealth, as I understand it, is not casll; it is farms, homes. stock; 
ness in Canada and paying taxes in Canada is also taxed here-- it is something of value which the owner ca~1 not always spC3l1ily 

1\lr. KEARNS. Yes. turn into cash even for taxes, ·so that "·ben under guise of w:u· 
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hundreds of millions and billions of dollars are asked for by 
the administration, e\en though it is not clear that the money 
is intended for purposes of war, the average citizen may fairly 
inquire, "Where is this money coming from?" The facts to 
date are that with about $7,500,000,000 of money in the country 
. we have fallen back upon "the Nation's wealth" for the more 
thnn $12,500,000,000 we spent for the war up to May 3~ 1918-
see Exhibit A, Secretary :McAdoo's letter to Mr. Krrc:arN June 
5, 1918-and for the year ending June 30, 1919, we hos·e appro­
priated more than $24,000,000,000, as demanded by the Com­
mander in Chief and the Secretary of the Treasury, plus an 
additional $7,000,000,000 provided in the deficiency bill. a total 
of appropria.tions and authorizations for one year of $31,000,-
000,000. To meet this tre.mendous indebtedness we have had 
one lon.n issue of $6,000,000,000 and taxes returned under e:rlst­
ing law amounting to about $4,000,000,000. If these figures are 
correct $21,000,000,000 remains to be accounted for by salvage 
or repeal of appropriations already made, by additional loans, 
or by taxes. It is a serious financial situation which cries out 
above all things else for economy a.nd r.etrenchment. 

And, parenthetically, Mr. Speaker, I .have looked at the state­
ment prepared by the clerks of the Appropriation Committees 
of the Senate and the House, showing a recapitulation of appro· 
pria.tions for 1918-19. They show in that statement . that we 
have appropriated or authorized for this period more than 
$36,000,000,000. I mention that because there may be a dis­
crepaQ.cy in my statement, due to authorizations being mixed 
up with appropriations. For the purposes of the argument, how­
ever, I am willing to take the official statement of the Co~· 
mittee on Appropriations, showing the total expenses author· 
izoo and appropriated to be $36,000,000,0()(), and make allow­
ance for the salvage shown ]lere the other day by the chairman 
of the Committee on Appropriations totaling $15,000,000,000; 
but still, accordi.ng to those figures there would have to be ac­
counted for by loans or taxes the difference between $36,000,-
000,000 shown in that statement and the $15,000,000,000 of sal­
vage claimed by the chairman o.f the Committee on Appropria· 
tions. · • · · 

Mr. GARNER. Will the gentleman yield? 
1\Ir. MOORE of Pennsylvania. I will. 
Mr. GARNER. In view of the statement the gentleman 

makes, does he not think it a great mistake in not insisting 
upon the House provisions of the bill in order to collect more 
money this year than this bill does? 

1\fr. MOORE of Pennsylvania. I will say to the gentleman 
I do not believe the $6,000,000,000 to be raised by tbis bill, 
while it may tend to satisfy a popular demand at this time, will 
be sufficient for the purposes of the administration. 

Mr. GARNER. In other words, the gentleman believes that, 
in order to ha\e more money not only for this fiscal year, but 
the next fiscal year, you will have to have additional taxes? 

Mr. MOORE of Pennsylvania. I am \ery much inclined to 
think the gentleman is right. 

Mr. GARNER. Does the gentleman consider the present 
conference report, which, I belie\e, he signed--

Mr. MOORE of Pennsylvania. I did. · 
! Mr. GARNER (continuing). A better bill than the one that 
passed the House? 

1\Ir. l\IOORE of Pennsylvania. I was going to discuss that in 
the brief statement I ha\e before me. But I will say now that 
I have not been wholly satisfied in my own mind that the 
$0,000,000,000 would meet the _requirements of the administra­
tiol) as those requirements were set out by the Secretary of tl1e 
Treasury before the Ways nnd Means Committee. 

Mr. GAR~TEll. Of course, we have all \Oted for these ap­
propriations. I am merely getting down to tl1e policy of ·the 
gentleman from Pennsylvania. 

1\Ir. MOORE of Pennsylvania. I am taking the judgment of 
my conferees that $6,000,000,000 will be sufficient for all admin-
1 trati\e purpo es for the present, and I am holding those in 
power respon ible for the reduction which has been made. 

Mr. GARNER. I think the gentleman is right to hold them 
re." ponsible, but we are responsible in the last analysis, as the 
gentleman from · Illinois [l\1r. CANNO!'i] would say, and espe-
ially as the gentleman from Pennsylnmia [Mr. 1\IoonE], whom 

we appointe<! a · one of the conferees to adjust these· differences, 
is i·espoiisible. Now, the · gentleman from Penn yl\anin [Mr. 
MoonE] or his -conferees ought to have insisted on more of tlle 
House .proYi ions if he has taken the·po ition that t11e adminis­
tration was respon ible for them. :: think a mi take was made 
when ,Te reduced it from . 8,000,000,000 to $6,000,000,000, and I 
think the gentleman ought to have in i ted on getting more 
money in this bill. · 

1\ir. MOORE of Pennsylvania. The gentleman knows that tbe 
"gentleman from Pennsyl-vania" has l.Jeen a minority member 

of the Ways and Means com·mittee, a minority member of the 
conferees, and the gentleman knows how inconsequential that is. 

1\.lr. GARNER. I imagine that the gentleman from Pennsyl· 
vania 'vas .not entirely in the minority in all que tions in the 
conference . 

Mr. MOORE of Pennsylvania. Let me say to the gentleman 
and for the edification of the House that the Pre ident from 
this rosh·um told us we _would need a certain amount of money. 
He indi_cated that one-t~d that was raised should be raised by, 
taxation. He was followed up by the Secretary of the Treasury, 
who came before the Committee on Ways and Means, and who 
laid before that committee a plan for raising this one-third by 
taxation, to wit, $8,000,000,000. A.nd the gentleman from Texas 
well knows that scarcely a witness of importance came before 
the Committee on 'Vays and Means seeking a reduction of taxa­
tion who was not reminded by " the gentleman from Pennsyl· 
vania " that the President had asked for $24,000,000,000, and 
that he expected $8,000,000,000 to b6 raised by taxation. Inns­
much as we are spending $50,000,000 a day, inasmuch as the 
last monthly statement shows that for January just passed 
we have spent $1,600,000,000, inasmuch as that $1,600,000,000 
required for o.ne month would eat up what we need in four 
months, I question whether this biU is going to raise a11 tbe 
money this administration needs to meet its obligations. 

1\Ir. GARNER. Then I will repea·t the query. Although the 
President of the United States from that rostrum suggested 
$8,000,000,000, and so did the Secretary of the Treasury, nnd 
we must lmve the responsibility, why do you say that you nntl 
your conferees, realizing that we needed more money than the 
$6,000,000,000, did not arrange to get it in this bill? 

Mr. l\!OORE of Pennsylvania. Because the majority wns in 
favor of the bill as it is reported here. 

:Ur. CANNON. Will the gentleman yield? 
.Mr. MOORE of PennsylTania. I yield to the gentleman from 

illinois. 
Mr. CANNON. If the bill is such as my friend from Texas 

says, there is a way by which a majority could reject the con· 
ference report. 

Mr. GAR1~ER. And leave the law as it is, which would leave 
a little less than $~000,000,000 for tbe next year. The · gentle­
man from illinois has been here long enough, I am sure, to know 
that the rejection of the conference report at this time would 
mean defeat of the bill. . 

Mr. CANNON. If my friend will allow me further--
Mr. 1\IOORE of Pennsylvania. I yield to the gentleman from 

Illinois--
1\.lr. CANNON. If this is inevitable, as the gentleman sa~~s, 

why whine about it? [Laughter.] 
Mr. MOORE of Pennsylvania. I think the gentleman from 

Texas and I can get together on this proposition. I think I 
lruow why the suggestion was made to reduce the volume of 
taxation from $8,000,000,000 to $6,000,000,000. There was an 
uproar throughout the country against the $8,000,000,000 propo· 
sition. The newspapers were quite condemnatory. There was a 
genru:al outcry that an $8,000,000,000 bill was going to ruin 
indush·ies in this country, and that was the one thing on earth 
that the Secretary of the Treasury and the President did not 
want to ha\e happen. They did not want to get in bad with tl1e 
people of the United States on the question of taxation. There­
fore, when this hue and cry went up against an • 8,000,000.000 
bill the President, being human, was in favor of $6,000,000,000, 
to test it out; and I say to the gentleman that while I do not 
belie\e the President is going to raise as much money by this 
bill as he would like to have, still it may have been a wise thing, 
if not good politics, to bave suggested that we can get along wit11 
$6,000,000,000 for the balance of this aclministra tion up to the 
4th of Marcb, so that the burden of raising this tremen1lous 
deficit, this . 21,000,000,000 in the fir t instance, and the differ­
ence between $36,000,000,000 and $15,000,000,000 in the e ond 
instance, might be left to the incoming Republican Con~n~ .. . 
I <lo not want to have the Secretary of the Treasury Ol' tlte Pt·e:i:. 
dent or t11i outgoing Democratic Congre to unload this gl'eat 
job on a Republican Congress. I want to see the Democrats, 
those in power, 'vork out their own destiny. They spent tho 
money and they should rai. e it. 

Mr. COLLIER. Mr. Speaker, will tbe gentleman yield? 
Mr. l\IOORE of Pennsylvania. Yes. 
Mr. COLLIER. Will the ..,.entlcmau tate . ome of the S}1eclfic 

appropriations for carrying on the war that be was oppo. e11 to 
and did not vote on with us along that line? 

1.\lr. l\100RE of Pennsylvania. I do not lmow ju t what items 
I did not \ote for with the gentleman. On general principles 
of political economy I may ha\e T"oted again. t c rtain tiling. ~, 
l.Jut I think I supported all propo itions brought in for carrying 
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on the war. I voted with the gentleman· and in support of the 
President on the things he said were essential. 

l\Ir. COLLIER. I think the gentleman came -forward very 
liberally nnd -patriotically and supported all the provisions 
deemed necessary to carry on this war. That being the case, 
what is the gentleman's complaint now? 

l\1r. l\lOORE of Pennsylvania. The gentleman knows that I 
made. no exception in the committee, especially during the hear­
ings, when men of prorr.inence, or even obscure men, if there 
were any, came before the-committee. I told them all that this 
was cold-blooded business, that sentiment and pretended pa­
triotism wou1d not work with the committee, and that it would 
not work with me. I told them that they as well as we had in­
cm·re<l these obligations. They had been for the war. They 
had said, " Sta-nd by the President"; and now they would have 
to pay. That is what I said, and I said it with uniform regu­
larity, and I say it now. I do not know that this bill will make 
them all pay. 

1\lr. COLLIER. I will say to the gentleman that there was no 
politics in the committee, and all the members of the minority, 
as well as those 'Of the majority, patriotically came forward and 
supported every measure that was asked for. I do not see, 
Hn<ler those circumstances, why the gentleman should be com­
plaining at this late hour. 

l\Ir. 1\fOOH.E of Pennsylvania. I do not particularly com­
plain. I was simply stating facts that might edify my large 
amlience. [Laughter.] 

Mr. BAER. l\fr. Speaker, will the gentleman yield? 
1\fr. l\IOOHE of Pennsylvania. Yes. 
1\fr. BAER. The gentleman will recall that he voted with me 

recently against an appropriation of $100,000,000 to buy food 
for the hungry people of Europe, and thus establish a prece<lent 
so that when the people of this country are hurigry we might 
be called upon to feed them or feed all the people of the world, 
and thus end in a proposition that might involve the expenditure 
of $1,000,000,000. 

l\1r. MOORE of Pennsylvania. I voted as the gentleman did 
against still further burdens on the people of the United States 
to relieve the people abroad. I did vote against that $100,-
000,000 appropriation, and I am happy to say that I have just 

"' received a letter from a high officer in the Army of the United 
States who has been going through France and Belgium and 
Germany, a man with an excellent recor<l, who read some foot­
note in a Paris newspaper about my Yote on this question, which 
he commended highly. He tells me the starvation stories from 
over there are overrlone, that many of the people are living well, 
that they are willing to take everything we will send over, and 
tha t they are not crazy about going back to work while we are 
willing to support them. 

l\lr. COLLIER. The gentleman snys be has received a letter 
like that froJL· an officer of the United States Army? 

l\lr. l\IOOHE of Pennsylvania. Yes. 
l\11·. COLLIER. Has the gentleman any objection to giving 

his nnme? 
Mr. MOORE of Pennsylvania. I would like to give his name, 

bu t I will not. I know enough -about Army regulations to know 
how to keep confidence. At the same time I know that if the 
court-martial of a favorite for spending $640,000,000 without 
getting results in aviation is recommended, he may be white­
washed by the Secretary of War. [Applause.] I am not 
anxious to violate the confidence of those in whom I have placed 
my trust and who placed their trust in me. I wish the day 
would come when we could read some of the letters that come to 
us about conditions in France, in Germany, and in Belgium. I 
wish I coul<l read personal letters that I have now about the 
boys sleeping in the mud and dying outside of the city of Brest, 
in France, but I will not go into that now. I could talk of the 
life an<l death of boys who have been obliged to sail upon foreign 
ships nnd spend their substance with a commissary organized 
not unuer our auspices but the auspices of others, but I shall 
refrain. I would like to show how they have been herded like 
cattle in the ships. I would like to show some of the sufferings 
they have endured. I would like to be able to tell of the manner 
in which their mail has miscarried, and bow some of them were 
le<l to believe that they had been deserted by their friends and 
relatives in the United States. But that is not a part .of this 
discussion. 

The SPEAKER. The time of the gentleman from Penn­
sylvania has expired. 

1\fr. MOORE of Pennsylvania. Mr. Speaker, I ask for five 
minutes more. 

1\Ir. FORDNEY. I yield five minutes more to the gentleman. 
The SPEAKER. The gentleman from Pennsylvania is recog-· 

nize<l for five minutes more. 

Mr. ·MOORE of Pennsylvania. If expenditures in the name of 
war and a :world democracy are not more carefully checked p.p 
and scrutinized in the future, no one, not even the financial 
wizards who have had so much to do with the encouragement 
o·f expenditures during the war, can foretell the consequences 
upon and among the American people, whose sons have made 
the supreme scacrifice, and who themselves must sustain " the 
national wealth." 

Mr. Speaker, I shall not attempt to discuss the details of this 
bill. To wander through its pages is suggestive of a journey 
through the chamber of financial horrors. It is supposed to have 
come from the Senate simplified and bereft of the supposedly 
expert and scientific treatment it received before it was pre- · 
sented to the House. Then it was to raise $8,000,000,000; 
now, chastened and "made clear," it is to raise $6,000,000,000. 
As one of the minority conferees I would not desire to be called 
upon to attest that these efforts in the interest of clarity were 
worth the $2,000,000,000 which it is claimed will be saved to the 
taxpayers by the changes made. It is a lawyer's bill-an expert's 
bill-from start to finish. It reflects credit upon the inde­
fatigable industry of the gentleman from North Carolina [Mr. 
KITCHIN], who knows the remnants of his "baby" better than 
any other man in Congress, but it is a bill the like of which 
I fondly hope and pray we mrry never be called to look upon 
again. 

But the bill is here, changed and amended, loaded up with 
riders that do not pertain to revenue and which have no rigbtful' 
place in the measure, and there is no recourse but to act upon 
it: What shall we of the minority do? Shall we rise ·against 
this four months' war provider and smite it? For one I shall 
vote for it despite its imperfections. As a l\fember of the 
House· I voted for war. With that vote I assumed my full 
share of responsibility. That vote was a vote to support the 
President, who is Commander in Chief of the Army and Navy. 
The Commander in Chief asked for the money to prosecute 
the war; the Secretary of the Treasury went over the financial 
needs in detail. The particular plan of taxation which this bill 
established is their plan, not mine. If there was graft or waste 
in this bill so earmarked that we could distinguish it, I would 
vote to eliminate it; but that is not now the question. If the 
war was over and we could assure ourselves that any of this 
tax money is not needed, it might enable me to vote ·against 
the bill or for its amendment. But the President is still the 
Commander in Chief; he has not yet issued his proclamation 
declaring that a state of war no longer exists. To all financial 
intents and purposes we are still at war. \Ve must raise 
money to meet our obligations. Nor can we cease to tax ·or 
borrow until peace is finally declared, and perhaps not then. 
It was what we got into when we got into war. 'Ve must sup­
port our soldiers and sailors until they are called home. We 
must provide for the wounded and for the dependents of those 
who laid down their lives. 

Some men say the war is over and we should Yote against 
this bill. They forget that we have obligated ourselYes this 
year for from four to six times the amount of money this bill 
will produce. Under other circumstances I would gladly Yote 
against this measure, but under the conditions that now preyail 
I deem it a moral duty to support it. Those who stand pre­
pared to justify their acts in peace or war will not avoid their 
responsibility in this regard; and as for those who haYe been 
profiteering, those who were safe at home making money when 
red-blooded young Ame_rieans were fighting in the tren.ches and 
sleeping in the mud of France, who now expect of Congress that 
they shall be excused from paying a fair share of the Govern­
ment expenditures they enjoyed, it seeins as if we might say, 
"Get thee behind me, Satan." 

l\fr. Speaker, I do not like this bill-neither the method nor 
style of it-but I recognize in it, despite its intl·icaeies, an 
effort by the administration to live up to its legal nml moral 
obligations. If the enforcement of it will help the American 
people to better understand the ease, if not the extravagance, 
with which their money bas been spent; if it will tend to pro­
mote a better understanding of the manner in which our do­
mestic resources have been applied, with the general \Yorld 
welfare as an altruistic objective, it may bring about an early 
realization of the great importance of calling a halt and hasten· 
ing a return to the American normal. [Applause.l 

Mr. FORDNEY. I yield five minutes to the gentleman f1·orn 
Oregon [1\Ir. IIA WLEY]. · 

The SPEAKER pro tempore. The time of the gentleman has 
expired. 

Mr. FORDNEY. I ask unanimous consent that my time be 
extended 30 minutes. I have requests for about thut much time 
on this side. · 

. ., 
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The SPEAKER pro tempore. The gentleman from · Michigan 

n. ks unanimous con ent that his time be extended 30-minutes. 
I there objection? 

Mr. GREI~N of Iowa. Reser-ving the right to object, why not 
let the "'entleman from Oregon be recognized in his own right? 

Mr. FORDNEY. I will yield to the gentleman from Oregon 
15 minutes, if that will be sufficient. 

1\Ir. HAWLEY. Mr. Speaker and gentlemen of the House, I 
ha-ve just one purpo ·e in the remarks I am about to make. That 
is to explain how the corporation income taxes as imposed in 
the bill, according to the agreement of the conferees, will be 
computed. · 

Yon will remember that the House bill provided that there 
should be three taxes, and that each corporation should pay out 
of the three a normal tax, which all should pay, and then a 
war-profits tax or an excess-profits tax, according to which of 
the two latter taxes was the higher one on the particular cor­
poration. The Senate has changed thts arrangement, consoli­
dating the war-profi tax and the exce s-profits tax into one 
system. 
AN ILLUSTRATED PRIMER OF THE !XCOME-TAX PROVISIOXS OF THE 

WAR-REVENUE ACT. 

1\Ir. Speaker, it is the purpose of tile e remarks to present 
plainly in the English of conversation and commerce the income­
tax features of the war-revenue act of the Sixty-fifth Congre. s, 
chiefly by means of illustrations. · · 

It discusses the income taxes to be pai<l on incomes for the 
year 19'18. 

The e taxes are four in number: 
Individuals pay-

First, a normal tax (sec. 210) ; and 
Second, a surtax ( ec. 211). 

Corporation pay-
. First, a normal tax ( ec. 230} ; and 

Second, a war-profits tax and excess-profits tax (sees. 
301-312). . 

These are the most important features of the bil1, since 
$4,707,000,000 of the $6,077,200,000 of the estimated r~ceipts for 
tile fiscal year ending June 30, 1919, or over 77 per cent_ of its 
total amount, will be derived from the income taxes. · 

In the computations given below too great detail has not been 
attempted but the segregations are sufficient to illustrate the 
application of the principles upon which ~uch taxes are _based. 
Accuracy in ·the computations and simplicity in their presenta­
tion have been the chief aim. 

Supposed returns from indi-viduals and corporations have 
been used as illustrations, and the purpose haS' been to present 
illustrations covering typical cases, and as nearly as possible 
including all the es entia! features of each tax without em­
barrassing the illustrations with multitudes of details. 

The adoption of the income-tax amendment to the Constitu­
tion prior to the outbreak of the present war was most fortunate. 
Otherwise it would have been a practically impossible task to 
have raised over $6,000,000,000 by taxation and distributed the 
burden among the taxpayers with any approach to an equitable 
apportionment of the burden in proportion to ability to pay. 

In the preparation of the statements and charts included in 
these remarks I have had the expert as istance of :Mr. John E. 
Walker clerk of the Committee on Ways and Means, who has 
given them a ca1·eful examination. I wish to express my sincere 
appreciation of the valuable assistance he has rendered. 

Partnerships (sees. 218a and 224). 

Partnerships as such do not pay the normal tax or the surtax:. 
But each member of a partnership will pay both the normal tax 
and the surtax upon his pro rata share of the taxable income 
of the_ partnership, whether the earnings have been distributed 
or not. 

from professions, vocations, tTades businesses, commerce, sales, 
or dealil;lgs in property, interest, rent, dividends, or securities, 
or gains fi·om any business transaction, or gain , profits, or 
income from all sources whatever. 

Items not included in gross i11come (sec. 213b) . 

The following item are not included in the gro income: 
. Life insurance paid to beneficiaries or to the e tate of the in-

mred · 
Refund of premiums paid on life insurance. 
Value of property acquired by gift, beque t, dense, or de cent, 

but income derived therefrom is included in gross income. 
Interest on securities issued by State, Territory, or municipal­

ities or obligations of the United States, under certain restric­
tions, but a statement of such holdings must be made in the re­
'turn. 

Accident or health insurance or money receiYed under work­
ingmen's compensation acts. 

Soldiers, sailors, and marines pay income taxe only upon 
that portion of the compensation received during the period of 
the war from the Government which is in exce s of 3,500. 

D eductions (sec. 21~a). 

Deductions (sec. 214) : From the gross income a certainecl as 
above stated there are mbtractecl the following deductions ( ec. 
214) arising during the year for which the taxes are paid: 

Ordinary and neces ary expenses incurred in carrying on the 
trade, profession, or business. 

Interest paid or accrued. 
Taxes paid or accrued, except on indebtedness incurred to 

purchase tax-free obligations other than bond of ·the United 
States is ned after September 24, 1917, except income, war­
profit an<l excess-profits taxes levied by the United States, and 
taxes against local benefits. 

Losses sustained and clmrged off, where not compensated fol" · 
by insurance or otherwise, under certain limitation . 

Debts ascertained to be worthless and charged off during the 
taxable year. 

Allowances for amortization in the case of buildings, equip­
ment, or machinery or other facilities con tructed, erected, in­
stalled, or acqwed on or after April 6, 1917, for the production , 
of articles contributing to the prosecution of the war. 

Allowances for losses sustained during the taxable year 1~19 
from falling inventorie . 

Rea onable allowance foi· exhaustion, wear, and tear. 
Depletion ii). the case of oil or gas well , or other natural de­

posits, or timber. 
Contributions or gifts for religious, charitable, cientific, an<l 

educational purposes not in excess of 15 per cent of the net in­
come. 

Items not deductible (sec. 2L'i). 

No deduction shall be allowed for personal, liYing, or family 
expenses. 

For new building or betterments increasing the Yalue of tbe 
property. 

For restoring property or making good the exhaustion fol" 
which allowance is or bas been made. 

Life insurance premiums in certain cases. 
Credits (sec. 216). 

Credits allowed in computing net income for the normal tax 
only (sec. 216). 

Oredi ts (sec. 216) : There is further subtracted from the gross 
income the amount of the following credits ( ec. 216) : 

Dividends received from corporations taxed before being dis­
tributed. 

Interest on obligations of the United States as provided by 
law and bonds of the War Finance Corporation. See section 
213 ( 4) and section 214 (a) (2). 

Pc1·so1w~service corporations (sec. 218e) . One thousand dollars for each single per on, $2,000 for each 
Personal-service corporations, as such, are not taxed under head of family or married persons living together, and $200 for 

Title II, but the individual stockholders are taxed in the same each dependent child. 
manner as members of partnerships. Dividends. 

rxmvmuALs. Amounts received by individuals as dhidends from corpora-
Indiv1duals pay t\YO kinds of income taxes, but on net income tions which have paid corporati"'on normal tax prior to distribu-

only: tion are not subject to the normal tux, but are subject to the 
210) surtax. 1. A normal tax (sec. · • CHART 1. 

2. A surtax (sec. 211). 
Net income (sec. 212) is ascertained by computing the gross Net income (sec~ 212) . 

income (sec. 213) and subtracting therefrom certain dequctions Net income means the gross income as defined in section 213, 
(sec. 214) (but excluding certain items not deductible, sec. 215) less the deductions allowed by section 214. 
and credits (sec. 216). I This illustration is taken from the experience of J" ohn S. 

Gross incom"e (sec. !1Sa). Brown, a thrifty and •ersatile merchant, doing business in a 
Gro income (sec. 213a) is the total upon an gains, profits, town of 20~()()(} people, interested in local bu iness enterprises, 

n:gd income derived from salaries, wages, or compensations, buying and selling city and farm property, and lending money. 
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Gross income (sec. W). 

His gro~ . income (sec. 213 (u)) consi ts of tlle follo""ing 
items: 
Profits as a merChant _________ __________________________ _ 
Compensation as presitlent of the local water company ______ _ 
Compensation as manager of the electric-light company-----­
Profit on mlc of ct-ty propertY---------------------------Profit on sale of farm __________________________________ _ 
Rents from city property--------------------------------­
Rents from farm propertY---------~----------------­
Interest ()n money lenL--------------------------------­
Dividcnds from corporation securities-------------------- -

~60,000 
3,000 
2,000 
3,000 

10,000 
1,000 
2,000 
3,000 
6,000 

Total gross income----- --------------------- -- DO, 000 
Deductions (sec. 2L1). 

He is allowed the following deductions (sec. 214) ft·om the 
gross income ascertained above: 
Rent paid for store building ________________________________ . ;:;, 000 
Pay of employees _______________________________________ 10,000 
Numerous incidental items necessary for the conduct of the busi-

n~ss _________________________________________________ 2,000 

State, county, and local taxes for the year 1918-------------- 4, 000 
Loss from fire. less insurance_______________________________ :::!, 000 
Debts nscertained to be worthless and charged otr_____________ 2, 000 
Wear, tear, and depreciation___________________________ 1, 000 
Gifts and contributions...--Red Cro s, $1,000 ; church, $600 ; Y. M. 

C. A.., $400; college endowment, $5,000; other contributions, 
$1,000------------------------------------------------- 8,000 

Total deductions _______________________________ ___ 34, 000 

Orcdifs for normal ta:JJ only (sec. f!JG). 

For the -purposes of the normal tax .only be is allowed tlle fol- : 
lowing credits (sec. 216) a n further reduction of· tlle gros 
income: 
Divi~ends rect>ived on corporation on which the tax was paid 

pr1or to distribution---------------------------------- $0, 000 · 
Interest on securities IE sued by public authority (none held). 
$2,000 as married man living with his wife and $200 each for 5 

dependent children---------------.----------------------- 3, 000 

Total ct·edits allowed-------------------------------- 9, 000 
CEa:r.H~ lTBMS OF WIIICH NO ACCOUNT IS TAKEN lN COMPUTING THE 

GROSS INCOME. 

He received during the year the following sums which ure 
not included in his gross income, and of which no account is 
taken in computing his gross income (sec. 213 (b)) : 
Life insurance carried by his father ________________________ $5, 000 
From bequest of his father-------------------------------- 10,000 
Refund of premiums -on insurance-------------------------- 100 
Interest on publlc or munlcipal securities (none beld). 
From accident and health insurance_______________________ 1, 000 

CERTAIN ITEMS FOR WHICll NO DEDUCTION IS ALLOWED. 

He is not allowed lo deduct tllese items (sec. 215) : 
Personal, living, and family expenses--------------------- $-l, 000 
Improvements and betterments, adding to the value of the 

propert.Y----------------------------------------------- 10,000 
Repairs compensated for under the wear-and-tear allowance____ 1, 000 • 
Premiums en life irumraucc inuring to his benefit____________ 1, 000 

CHART II. 
THE NORMAL TAX TO BE PAID BY JOllN S. BROWN. 

Normal tux: We are now ready to compute his normal tux: 
Gross income----~-------------------------------------- $90, 000 
Deductions allowed------------------------------ $34,000 
Credits allowed______________________________ 9, 000 

Total items to be subtracted------------------------ -43, 000 
Net amount subject to the normal tax _______________ _ 

He will pay normal tax on-
$4,000 at the rate of 6 per cenL---------------------$43,000 at the rate of 12 per cent_ __________________ _ 

Total normal tax-------------------------------
THE SURTAX. 

47,000 

240 
5,160 

5,400 

The first chart deals with the income taxes paid by individuals. 
This <'bart takes the supposed returns made for and the taxes 
paid by J' ohn S. Brown, a merchant in a town of 20,000 people, 
doing a general mercantile business, buying and selling real 
estate, c!ty and country, owning a fnrm and some -city property, 
and having some money at interest. As the income taxes are 
levied only on net incomes, the important factor, then, in any 
computation for any indiviUual, it is essential to .ascertain what 
his net income is. Mr. nrown has a gross income under section 
213 (a) of the bill on his profits as merchant, of '$60,000; as 
president of the local water company, $3,000; as man-ager of 
the local electric light rompans, $2,000; as a profit on a city 
property that he bought and sold, $3,000; as profit on farm prop: 
erty, $10,000; rent on clty property, rent on ' farm property~ 
interest on loans, dividends from corporation securities, making 
a total gross income of $90,000. 

The deductions allowed under the bill are the rent on the store 
building, the pay of the employees, incidental expenses, city, 
county, and local tuxes, loss from fire, insurance, debts, wear 
and tear in depreciation, gifts, and purchases, making a total 
of $34,000. The credits provided in the bill under section 216 

and shown in Chart I apply only to normal taxes -on. the indl· 
>idual and not on tlle surtax of· individuals. So tlle credits 
under this section are the dividends from corporations, which 
he must report in his gro s income, but for wllich lle is given 
credit in tile credits, interest on public securities, -of which he 
held none, and, being a married man, living with his wife, be is 
entitled to n $2,000 deduction, and, having five clllldren, n fUI'­
ther deduction of $200 for each child, making $3,000 in aU, and 
a total credit of $9,000. 

IIal•ing ascertained tlle factors nece~sarv to determine what 
tax you will pay, 'Ye will-compute the normal tax on Mr. Brown, 
paid on net income only. The gross income is $90,000. The 
deductions are $34,000, the credit are $9,000, making a total of 
$43,000 to be subtracted from the gross income. Deducting 
$43,000 from the $90,000 it leaves 47,000 subject to the normal 
tux. He will pay on the first $4,000 of this at the rate of 6 per 
cent, or $240; he will pay on the remainder of $43,000 at 12 
per cent, or $5,160; or the total normal tax will be $5,400. 

CnAr.'l' Ill. 
SURTAX TO BE PAID BY JOIIX S. BROWX. 

Surtax: The surtax is computed us follows: 
Gross income---------------------------------------- $-90, 000 
Deductions---------------------------------- . 34, 000 

Credits (not allowed). 
Total of items to be ubtracted __________ _:_________ 34, 000 

Net amount Sllbject to surtax_____________________________ 56,000 

Qn 
OomzmtatioJt of tax. 

amounts betwecn-
$5,000 to $6,000 or $1,000 at 1 per cent_ _____________ _ 
$6,000 to $8,000, or $2,000 at 2 per cent_ _____________ _ 

8,000 to $10,000, or $2,000 at 3 per cent ____________ _ 
$10,000 to $12,000, or $2,000 at 4 per cent_ ___________ _ 
~12,000 to $14,000, or 2,000 at 5 per cent_ ________ _ 
$14,000 to $16,000, ()1' $2,000 at 6 per cen~---------
$16,000 to $18,000, or -$2,000 .at 7 per cent_ __________ _ 

!
18,000 to $20,000, ·or $2,000 at 8 per cent_ __________ _ 
2-0;000 to $22,000, or $2,000 at .9 per cent_ _________ _ 
22,000 to $24,000, or $2,000 at 10 per cent __________ _ 
~24.000 to 26,000, or ~2,000 at 11 per ~nt.-----------
826,000 to :$28,000, .or 2,000 at 12 per cent_ _________ _ 
S28,000 to $30,000. or . 2,000 at 13 per cent_ _________ _ 
$30,000 to $32,000, or $2,000 at 14 per cent_ ____ _ 

!32,000 to $34,000, or $2,000 at 15 per cenL-----------
34,000 to $3-6,000, or $2,000 at 16 per cent_ ________ _ 

:~:36,000 to $38,000, or ll\2,000 at 17 per -cent----~-­
S38,000 to $4Q,OOO. or 2,000 at 18 per eenL--------­
$40,000 to $42,000, ~r $2,000 at 10 per cenL----------

!42,000 to $44,000, or ~2,000 at 20 per cent __ .:. ____ ____ _ 
44,000 to S46,000, or 2,000 at 21 per cent_ __________ _ 
46,000 to $48,000, or 2,000 at 2'.2 per cenL _________ _ 

$48,000 to $50,000, or 2,000 .at 23 per cent_ __________ _ 
50,000 to $52,000, or ~2,000 at 24 per cent----------
52,000 to $54,000, or :t2,000 at 25 per cen~-------­
:$4,000 to $5G.OOO, or 2,000 at 26 per cent------------

$10 
40 
'60 
80 

100 
120 
140 
160 
180 
200 
2W 
240 
26() 
280 
3UO 
32(). 
340 
360 
3RQ 
400 
420 
440 
460 
480 
50~ 
520 ----

Total ::;urtaX---------------------------------- 7, 010' 
The surtax is computed on th~ same amounts, except that 

he is not allowed to -deduct the credits. His gross income is 
$90,000; his total deduction is $34,000. He is not allowed 
credits provided in section 21G. This leaves an amount of 
$5u,OOO upon which the surtax is to be calculated. The surtax 
be<Tins at $5,000. He will realJy pay surtax on $51,000 only. 

CHART TV. 
'TOTAL TAX TO 'BE P.AID BY JOU~ S. BI!OWN. 

IDs total tax will be-
Normal tax-------------------,------------------------- .$5, 400 
SurtaX----------------------------------------------- 7,010 

Total of taxes-------------------------------- 12, ill) 
COllPOilATIO!'\S, 

The Ho11 e bill provided that there should be three income 
taxes, and that each corporation should pay out of the three a 
normal tax, which all should pay, and tllen a war-p1·ofits tax or 
an excess-profits tax, according to which of the two latter taxes 
was the higher one on the particular corporation. The Senate 
has changed this arrn.ngement, consolidating the Wltl'~profits tax 
.and the excess-profits tax into one system. 

Corporations pay two kinds of taxes. They pay on their net 
income only : 

1. A normal tax (sec. 230), and 
2. A war-profits and excess-profits tax (~c. 301a). 

G-t·oss incom c (sec. !233). 

For the purpose of the normal tax, gross income is ascertained 
in the same manner as that for individuals (sec. 213). with tile 
modifieations provided in section 233 for three special cases. 

From tlle gross income so ascertained there is then subtracted 
the deduetions allowed in sections 234, 235, 236, and 238 to 
determine the net amount upon wllich the noTmal tax is to he 
paid. 

The Treasury slleets will contain -all the items in detail and 
with minuteness. It would complicate this explanation and 

t<>. 



CONGRESSIO~AL _RECORD-HOUSE. . ~. .,. . . FEBRUAR! 8, 
- -

require a large number of pages even to enumerate all the pos­
sible items that are deductible arising out of the var-ious trades, 
businesses and occupations. I haxe attempted only the general 
descriptions. 

The items in the report of each corporation will uepend upon 
its own busine·s.s facts, but each computation will follow the 
lines in general of ~he illustrations given below. 

For the purposes of these "taxes the important factor is to 
ascertain the net income for the taxable year of 1918, and 
around the various methods for arriving thereat, for determining · 
the average profits for the years 1911, 1912, and 1913, known ns 
the prewar period, and the definition of inYested capital the 
battle of conflicting opinions rages. 

Dedt~ctions (sec. !!SH. 

Deductions (sec. 234) :The following deductions from the gross 
income are authorized which _arise during the year for ""hich 
the tax is to be paid : , 

All ordinary, usual, and neces ary expenses paic:l or incurred 
in carrying on the business, trade, or occupation. 

Interest. 
· Taxes (except indebtedness incurred to purchase tax-free 
obligations other than bonds of the United States issued after 
Sept. 24, 1917) paid or accrued, except income, war-profits or 
'excess-profits taxes, or taxes asses ed against local benefits; but 
lthe war-profits or excess-profits tax: paid by a corporation is de­
.(tucted from its net income before computing its normal tax. 

Losses sustaiued and charged off and not coYered by insu ranee 
.or otherwise. 

Debts ascertained to be -worthle s and charged off. 
Dividend from other corporations which lm\e p:l'id tax 

~hereon. 
Allowance for exhaustion, wenr and tear of property used 

:In the trade or business. 
Allowances for amortization in the en. e of machinery, build­

':Jngs, equipment, or other facilities constructed, installed, or 
acquired .on or after April 6, 1917, for the production of articles 

·~ontributing to the prosecution of the war. 
Depletion allowance for oil or gas wells or otl1er natural 

itleposlts anu timber. 
Additions reguired by law to reserve funds in case of in ur­

~Snce companies, death losses, and annuity payments. 
There are. other pro\isions for insurance companies. 

[ Allowances for losses sustained during the taxable :rear 1919 
f;from falling inventories. 

Credits. 

Credits (sec. 236): The following credits are. al o auo·wed to 
·be deducted from the gross income arising in the year for -which 
the tax: is to be paid : 

Income from securities issued by public authority and in­
cluded i~ the gross in_come under section 233. 
· War-profits and excess-profits taxes, for normal tax only. 1 Special exemption of $3,000 for war-profits and exces ·-profits 
tax. 

Special exemption of $2,000 for normal corporation tax. 
Certain credits for taxes paid to other countries. (Sec. 238.) 

Items not deductible. 

The same items as for individuals under section 215. 
The ua1·-rwo[its and cxcess-p,·ofits ta:» (sec. SOla). 

It. will be ueces ary to compute these taxes before computing 
the normal tax:, as the amount paid in such taxes is deducted 
from the net income before computing the normal tax. 

The war-profits and excess-profits tax is computed for each 
corporation. · (Sees. 301, 302, 303, 304, 305, 310, 311, and 312.) 

'.rhis tax has a long name, written in reverse order, as in com­
puting -it the excess-profits brackets are computed first, so that 
it should be called an excess-profits and war-profits tax. 

That part of this tax with the long name, which is based upou 
excess profits, has reference to profits in excess of a net return 
of 8 per cent on the invested capital for the taxable year, and 
in addition there is a special exemption of $3,000. · 

If the corporation earned less than $3,000 during the taxable 
year it is exempt from this tax. There are also other ca~es 
enumerated in 'section 304, in which exemptions may occur. 

The excess-profits tax for the taxable year 1918 is computed 
in the first and second brackets of section 301a, with the deduc­
tions proYided in section 312. 

FIDST BRACKET. 

Fir t bracket: Tile rate of tax in this bracket is 30 per cent of 
the amount found to be taxable in H. If the uet income for 
1918 is 20 per cent or more than 20 per cent of the in\este<l 
capital, the· taxable amount is ascertained by finding 20 per cent 
of the invested capital an<l ~ubtl'acting therefrom 8 per cent of 
the invested capital and al ·o the f"t)ecia l deduction of $3,000. 
(See Charts Y, VI, VII, and others. ) 

If, however, the net income is less than 20 per cent of the 
invested capital; then the taxable amount is found by subtract­
ing from the actual income in dollars 8 per cent of the invested 
capital aJ?d the special exemption of $3,000. (See Chart XVII.) 

SECOXD BR.!.CKET. 

Second bracket : No tax will be levied in this bracket unles3 
the net inco~e _exceeds 20 per cent of tile invested capital. 
If the net income does exceed 20 per cent of the invested 
capital, then the amount taxable in this bracket is found bY, 
subtracting from the actual net income 20 per cent of the in­
vested capital, as that part of the income has been taxed in tlte 
first bracket. (See Charts V, VI, VII, and otilers.) The rate 
of the tax is 6G ,per cent on the amount found to be taxable in 
this bracket. _ 

TlliRD B~ACKET. 

The -war-profits tax: hs computed in the third bracket. It is 
based upon a compari ·on of the net income for 1918 with the 
a\erage net earning for the prewar years of 1911, 1912, and 
1913. For a corporatiou to pay taxes in this bracket its net 
income for 1918 mu t considerably exceed its prewar earning­
that is, the aYerage earning for the prewar years. This tax js 
ascertained by subtracting from the net income for 1918 the 
average prewar earning and a ~ Pecial exemption of S3,000; and 
after finding what the amount of this difference is multiply this 
differenc-e by 80 per cent. Then if the amount obtained by taking 
80 per cent of the difference e..xcecds the combined taxes in the 
first and second bracket , the corporation will pay in the third 
bracket; that is, will pay tile war-profits tax, and its amount 
will be found by subtracting the combined tax:el of the first and 
second brackets from the 0 pet· <:ent found aboYe. (See Charts 
V, VI, VII, and others.) But really if a corporation pays in the 
third bracket.. the 80 per cent . computed as abo\e is the whole 
amount of the war-profit and excess-1wofits tax it will pay. 
(See Chart.<: V, VI, VII, and others.) 

l\Ir. GREE~ of Iow-a. l\lt·. Speaker, will the gent1eman yiehl 
there? 

1\fr. HAWLEY. Yes. 
Mr. GREEN of Iowa. Perhaps tile gentleman will remember 

that this is the plan that I suggested Yery early fn the consid· 
cration of the bill in the committee. 

Mr. HAWLEY. Yes. Now, in order to make the method of 
computing the taxe clear, I ha\e preparetl a number of charts: 

CHART V. 
Corporation, tares. 

Original invest u capilaL-------------------------------- $250, 000 
Capital ndueu in 1n18-------- ------------------------- - 50,000 

•.rotal capital in 1918 ________ - --------------------- 300, 000 
Net income for 1918------------------------------------- 150, 000 
Prewar average earninG--------------------------------- 50,000 

It is necessary to have the aboYe items ascertained in order to 
compute the taxes on <;orporation under ection 301. 

Ea:cess-ZJ1"0fi ts taxes ( sees. 301 and Sli). 

First lJI·acket, section 301 (a) : . 20 per cent of $300,000 _______________________ $00,000 
Deductions, section 312-

8 per cent of $300,ooo.: _ _: __ ___ · ____ $24, 000 
Special exemption________________ 3, 000 

Total deductions ------ ----------------- 27, 000 

Amount taxablP. in first bracket__________ 33, 000 
Tax in first b_mcket is 30 pe1· cent of $33,000 _____________ $9, !lCO 

I have taken the- case of a corporation whose original capital 
invested was $250,000. That is the amount of money it had in­
vested in the business prior to the year 1918. In 1918 it found 
it necessary to add the sum of $50,000 to its capital, making its 
total capital $300,000 for the year 1918. It had n pre-war average 
earning for the years 1911, 1912, and 1913 of $50,000 a year. Its 
net income fo!.' the year 1918 is $150,000. Under the law, we 
compute these taxes in the following manner: The first is the 
excess~profits tax. It is computed under sections 301 and 312. 
The war-profits and exce -pi·ofit. tax is computed under three 
brackets-a first bracket; a ecoml bracket, and a third bracket. 
In the first bracket you will fiiul that the xemptions are to be 8 
per cent of the invested capital for the year, plus a fiat deduction 
of 3,000; and the difference between wllate\er sum that may 
amount to in any ca e, and 20 per cent on the in\ested capital, 
is the amount to be taxed in the first bracket. Now, under om· 
specific instance 20 per cent of the in\e ted capital is $60,000. 
'.rhen subtract from that 8 per cent of the inve ted capital, or 
$24,000, plus $3,000 fiat exemption, or $27,000, and there will be 
left $33,000 to be taxed in the fir t bt·acJ~et. This is taxed at 
the rate of 30 per cent, and SO per cent of . 33,000 i .,·9,900. That 
i the tax in the first bracket. 
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SccoW~tbrt~~~~c~=.:t!~-:~:-~~: ________________ $150, 000 Having ascertained! what it must p::cy umler section 301i of 

20· per ecnt of $30o,ooo _______ __,___________ oo, ooo the bill, we now compute the: corDoration t:a:x commonly re­
ferred to a the- normal tax, as· provided. in ectiona 230. andl 236. 

Amount tmrnblu> tn second br:LCkeL________ 90; 000 It · t d · th" Th 
Tax in second m<'l,et i . o- ncr cent or. ·oo ooo <1![)8 GOO IS compu e lll lS way~ e net income o:t $150,000 ·. " ' :... ________ _.,. ' taken,_ :rn(l from tllat i dedheted~ under section 236.. th{! 

Tatar ef i:.c'lX.eS in fir ·t nn.U seconu bra.ckats:__ ____________ 68, 400 amount of taxes paid under seetion 301-$73",600-and: then :t. 

In the second bracket the tax is computed in a. different way. special exemption o1l. $2.fl00, making ru totall dcdnc:tkm:. o.t $7S,.GOO, 
From the net income- of 150,000 there is sttotracted 20 per ~eut which, takE>n from $150,00 · lca.JYe. · th net talnti>Ie: amount 
of tlte. capital.. This 20 pe.c cent is tlle 20 per cent on , hich we $74,400. 'rile corporation ~· normal tax is 12 per cent of tllis 
haY.'e already reckoned the tax rn tlle- fh·st bracket~ T"wcnty per :i\74,400, so tllllt the J;l.Ol:I1Jal tax will be·$ ,928. . _ 
e:ent. of the- investe£1 eapital is $60,000~ Sui)tracting tllat from Add $8,928 to: the :unount a:scertained in th-e three brackets 
$lim,OOO will leave an amount to 'be taxed futile second. br::tcket , of. $73,600, making n totnl tax tlmt this corporation will pay on 
of '190,000: Trw· rate of tnx in the second bracket is' 65' p~ ; this stntement of :fucts: of ·• ~.528,. or 5:- r>~ cent of t11e net 
cent,. and 65, per cent of $90,000 is $5&,500. Now adding the tax : income. [Applause.] 
in the· fi1~~'t firacket to tile fn.x: in. the second Dradl:et, we find the· 1 lUr. STAFFORD. Will the gentleman yield? 
tot::tl tax of the· fi1-st and econd b:rackets, o1· the ex:ce i)l"ofit :Mr. HAWLEY: I will. 
tax, to o<: $68,400. Mr. STAFFORD. The deduction is that in: ail corp.&·ufions 

wa1·-protits ta.r (ae-cs: 801 antl' Sll'.)_. where the net ineomc pni<l is one-haif of the eal)rral invested, 
Thlrtl. bra.ckl't, section 301 (a.) : the percentage that tltey witl pay under thiE oill is- 55 per 

~ et Income ________ ~-------·---------- $1:i0, ooo cent, and a the income is. greateJ:. in_ prO!'.Ortien naturaJly the 
Deductions- percQntage increases? 

S!){'cifi<.' exemption ___________ .:..;_:_ $3, 000 "I HAWLEY Tl I 
PrPwar averuga earning_ ____ w~ ooo , ll :r. ·· . 1c gent eman must t:tke into c~usideratiol). 
10 per cent! of ${)0,00<i ru:lrled cupltaL 5) OGO wha.t the. prewar earning was, because that a:ffects the computa-

Total deductions----------------------- 58,000 
; tJon in the thf1:·d f}racket. 
· l\fr; FORDNlilY. What percentage oi original inT"ested capitnl 

Remainder _______ ~-------~----~----- 92, ooo doe· it permit the taxpayer to have net-$451000 on ~0;_0001 
o_ pel! cent of $92,000_________________ 73, 600 Mr. ITA WLEY.. He will llUY - G:l.-41"::! left. 

Total tax ln first and second brackets-·----------- t&, 400 :Mr. FORDNEY. About 1 per 11enL 
. Mr. HAWLEY~ Twenty-two. per cent. He· will llave $67:~472 

DJ.Jr'e.t:ence, or· ta.;& in third bra.ckeL---------.--- $rt, 200. · feft, after subtracting· $82,528.- from. the net income. 
Total tnxe~ under sectfon 361 (a.L------------------ 7R, 600' Mr FORDNEY. Twenty-twa per. cent; wen, llc coufd lfve en 

Tile third brneket is- the waP-proflts tax. The- Senate- com- that lmtil spring- if M i economicaL 
IID:too the· excess-nrofits: fax and1 tlle wirr.:.profits, fir:x;: into. one 1\fr .. ~T~FOR:&. 'l"he chairman· of tile <mmruittee. _in· reply 
~em. The first and second brackets are the excess-profits . to, an mqmr)l, stated the ~e~son wJ~y the ll'ous~ eonfec~ees: re­
tax. The third bracket i.:; the. waT-profits- tax:, and the taxes ce<l~d ~r?m the: ~enate· pro.Vl~lOn. l~a vmg these exc~ -profit taxes 
under this. bracket are computed under sections 30~ and 3lL of mdiv1duals m partnership was because the rncorne tn.x: al-

This is done as follows: 'lffie net income is $f5o,.ooo._ The- most equ~led that provided for tile corporn.tion. Can the ~­
ded11Ctions under sect:inn 3ll are the- pr war ea1:nings of V.JO,OOO, tl_emarr gLVe- the Hou~c w~at rate. of ta:x:. wo~TlL be ol! the indi­
the special exempt!ion of ,.3,00(}, and 10 per cent: of the $50,000 VHlual and partner hip domg Lmsm~ss w1th llke earnmgs? 
capital added during the yearr or $5,000.,.. maki:n~ rn tf)tal deduc- 1 1\Ir. HAWLEY. r will in. ert ll chwt n.t th-e- conclusion sflow­
tion of 58,000', whiclt, taken from $150,000, leaves $9~.000. fng ~ :unount of taxes paid by an individual as compared with 

~'he act nrovid'e. t'hat 0 peu cent of the .92 000 bouJU be that prud by a corpouahon on, me ame statem nt of facts. I 
ascertained, which is $73,000. From $73.600 there sh~ll be ?-esil·e· to revise a c rtain primer :E forma'"ly prepared: and to 
sublmcted the amount of the taxes rn the first and second lllclude- computations aml explanation c-oncerning aiU t:1io 
brackets, or i68,400, which would leave $5.200, the ~ fn the in£ome~ta:x: features. 
third bracket, and the total of the fiTst. second, and tbitli Mr. WINGO. wnr the "' ntfem:m yiekT? 
brackets w.itl make a total tax paid by this corporation lmder 1\Tr. H..o\..WLEY. Yes: _. . 
the- war-profits and excess-profits tax of $731600: · · Mr: WINGO: Is it true accarrling te tlte gentleman's COIUpu-

Mr•. STAFFORD. WUl the gentleman yield? tation that the corporation, after paying tlle total ta:s, has . till 
Mt·. HAWLEY. Yes. $17.000 more war profits tlmn it had dnting t'bc prewar year? 
Mr. STAFFORD. That i-s not quite 50 per cent of tllc total . lllr. HA WEEY Afteu the tax iS paid fieJje, if my :ubtraction 

lncome of the corporation. , I correct, $67',412· is reft. · 
l\11·. HAWLEY. - No; but that" is not all the tax it pays. Ir. WINGO. That gives him $67,500,? 

, Mr. BUTLER. They ha"\rC- to make it b:efore· the-y pa¥ it. Mr. HAWLEY. Y~. 
Mr. HAWLEY. Yes. If the gentlemen will note, if the cor-· . l\fr. WLNGO. And be made . GO~OOO in tl1e IM'aw:u· p.crlotl? 

poratiorr must pay in the third bracket-and tht will be de- l\Il'. IIA WLEY. Yes. 
termined by the rate of profit which is made dming the year Mr. WINGO. Tliat would reave him still an_ excess nrofit ot 
in comparison .with the rate of profit in the pr.ewar periodL-· · $17,000 more than be made before? 
ff it must pa~ in the third bracket, it is not uecessany. to com- . Mr. HA_WLEY. Yes-. 
pute the first and second brackets, because if we compute tlle> : l\lr. ·wrn.ao. Does the gentleman think he is hurt? 
third bracket and take 80 per cent of the amount left after Mr. RAWLEY. I thlnk he can afford to pay the taxes, 
the deductions are· subtra.eted:, we obtain the· sum of $7-3,600, e-·peciaLl~ nndetr the cireum t::mces. There iS. one other ob,wr~ 
which is the amount we· found ltue here as the total of the: three vation I w.i<4L. to. submtt. Tl1is particular corporation, if it dis­
brackets. triDuted one-half of itS- net . income in dividends, under th-e 

If the corporafion's rate of earning was insufficient to put LJrO""isfons of the House bill before the Senate amemlments were 
1t into the third bracket, then the amount of tax will be ascer- agreed to, would: Ila>e pai<I $87,54D, or about . 5;000 more tfum 
tained by.· the computations iru the: ftrst- and second brackets: they will pay under the- conference report. 

:A"ormal' c-orporation taJ: (gee&. 2SO antli f!S/1). The SPEXKER pro tempore (Mr. RUBEY). Tile time or the 
. . . . . . ~ntlemrm fiom Ot'egon lias exvired~ 

The normru_: corporation far lS' compu~ed at the rrrtc of 12 per- .Mr. FORDNEY: Mr; Speaker I yielu fiye minutes more: to 
cent on the difference between the- net mcome for 1918 and the the gen.tlem.'lll'. ' 
war-profits and ex.eess~profi..ta tax and a $2,000 spe.ciaJ exemption. ' 1\-r- TT"'W..,. ..,~ 1 ,y,de. t ~.1-- ~.,. t ~": ,, ~r·-- · 4't.~ t Th t . fr th . t . subtract th . . fi .u:u; __ .J:L:3.l .Lt.I!.L.L. . u.u. l!S allU- l.lla ~ Uli.Lilge In l.llt:: sy en.l 

a lS, om. e ne · mcome e· wru:-p:to ts and e~cess- of <?omputing· the taxes· was clue to a. feermg in anotiier fiody 
p~ofi.ts taxes .and $_2,000 and take 12. per cent o-f the remamder. that fo promde a '1:1l1:. excess-pi:ofits. tax and an <u.'Cess-profifs 
See any chart. _ · tax and for a. corporation to nay whichever was the llig,hes:t, 
Net income----------------------------------- $1-<JO, ooo "'7aS m· the ~~h·u·e of doub-lQ 4-<. ..... ..,g·on· and c n....l-:'t ti· l Deductions, section 23G : . " .l:lfU-1. "'-'-~u , a: o ;:r-u u ona 

Taxes. under- sca?an 301 (a)---------- $73, <roo : obj~ction. was- met by combining the- two. systems· into one 
Specific. exempt10n ----------·------ 2, noo1 1 system, w.ith. tllreQ bra-ckets. By this- continuous ru·l'IDlg-ement 

Total deductions______________________ 7a, 600 · :Cor: tll~ assessment,. le..':yin,., and _correction of tnxes- it was 
thouglit tha.t the constitutional objection 'vould be a.~ided. 

Net taxable amount ---------------------- 74, 4QO · j That was: tlie princiDal rea on leading. to this rerrrranooe:ment, rrs 
12 per cent- ef $74,400 is the. no:onal tax, or ____________ $8, 92& 1 r und-et'Stnnd. . 

Totfll of all taxes to be paiu by this conporation ________ 82, 52!f 1 lx. HAYES. Ur. St)eaker, will the gentleman yieid 1 
Or 5G per cent of its net income for_ fbc year,. Mr. HA. WLEY. Yes. 
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1\Ir. HAYES. Of <'ourse, the gentleman recognizes that this 
is a purely academic table. No corporation that he knows of 
.probably makes any such showing as he has 'indicated. Am I 
not correct? 

l\lr. HAWLEY. I had submitted to me from a home corpora­
Hon a statement of facts very much like this. 

Mr. HAYES. I would like to buy some of their stock. 
l\fr. HAWLEY. I do not think it is for sale. 

C HART VI. 
A CORPOUATlOX P.!.YIXG L" ALL THE BRACKETS, WHICll AFFORDS A~ 

OPPORTUXITY FOR DETAILED EXPLANATIOXS. 

Invested capital for 1018------------------------------- $100,000 
INet income !or 1018-----------------------~----------- 35,000 rrewar earning________________________________________ 16,000 

-First b1·acket, e:ccess profits (sec. SOla). 

1
20 per cent of $100,000-------------------------- $20,000 
Deductions ( ec. 312 ) : 

8 per cent of $100,000 ______ ___________ $8, 000 
Specific exemption______________________ 3, 000 

Total deductions___________________________ 11, 000 

!Amount taxable__________________________________ 0, 000 • 
30 per cent of $9,000, or tax in first bracket________________ 2. 700 

The term "excess profits" me~-. ns net profits on the inYestell 
capital in exce of 8 per cent thereon. This corporation made 
35 per cent net profit on its inYe ted capital in 1918. In the 
:first bracket a tnx is levied at the rate of 30 per cent on that 
portion of the net profit which equals a return of 20 per cent 
()n the inYested capital. Twenty per cent on $100,000 is $20,000. 
•But before levying the tax certain deductions are allowed. 
jEYery corporation is exempt fTom taxation on au earning equal 
Ito 8 per cent on its inYestecJ capital, which in this case is $8,000, 
nnd also in audition thereto a specific exemption of $3,000, mak-

fing in this instance a total deduction of $11,000. A deduction 
:~f $11,000 from $20,000 leaves $9,000 to be taxed in this bracket, 
rat the rate of 30 per cent, producing a tax of $2,700. 
I Seconcl 'bracket, c:ccess profits, 
\Net income for 1!)18 ____________ ___________________ $3ri, 000 
~Deductions (20 per cent of • 100,000) --------------·· 20, 000 

~~mount taxable__________________________________ 15, 000 
. 65 per cent of $15,000, or tax in second bracket_ ___________ ___ $!>, 750 

Total tax in first and second brackets _____ .::: ___________ 12, 450 

i In the second bracket the remainder of the net income for 
!1918 is taxeu. The amount is ascertained by subtracting from 

I the entire net income the amount taxed in the fust bracket, 
which is an amount equal to a. return of 20 per cent on the in­

.. ....-ested capital. The net income of $35,000, less $20,000, dealt 
f with in the first bracket, leaves $15,000 to be taxed at G5 per 
cent, producing a tax of $9,750. 

The total t~x based upon net profits in excess of a return of 
j8 per cent on the invested capit;1l, with an additional exemption 
I of $3,000, is 2,700 in the fu·st bracket and $9,750 in the second 
bracket, or $12,450 in all. · 

Tltircl bracket, toar profits. 
i Net income for HilS _____________________________ $~u, 000 
Deductions (sec. 31la) : 

PrewRr earnin~--------------------- $16, 000 
Specific exemptlOn___________________ 3, 000 

Total deductions _______ ___________________ _ 1~000 

Taxable amount_ _______ ____ .-------------- 16, 000 

SO per cent of $16,000 is_________________________ 12, 800 
Deduct total of fir t and second bracketS------------ 12, 450 

Tax in third bruckeL-- - --------------------------------- $350 

. 'l'otal war-profits and excess-profits tax_____________________ 12, 800 

The distingui hing feature in the third bracket is the use of 
the prewar earning in the computations. If any tax is paid in 
this bracket, it will be due to the fact that the net income for 
1918 was greatly in excess of the prewar eru·ning. · 

From the net income of $35,000 subtract the prewar earning 
of $16,000 and a special exemption of $3,000, or $19,000 in all, 
.which will leave $16,000. Upon this $16,000 compute 80 per cent, 
producing an amount of $12,800. From $12,800 subtract the 
total tax in the fii:St and second brackets, · or $12,450, leaving 
$350, the tux in the third bracket. 

In every case if a corporation pays in the third bracket, the 
computations in the first and second brackets are superfluous, 
so far as ascertaining the tax to be paid is concerned, and the 
tax to be paid under section 301 (a) will be the amount com­
puted in th~ third bracket. The value of computing the taxes 
in the firt nnd econ<l brackets is to ascertain what amount of 
the taxes under ~ection 301 (a) are due .to an earning in excess 
of 8 per cent on the invested capital and what due to earning 
in excess of the pre,var profits. 

A>--

Xormal cm·poration ta:c (sec. 230). 

Net income for 1918------------------------------ $3u_, 00~ ·: 
Deductions, sectlo·n 236 : 

Taxes computed above ________________ $12, 800 
Specific exemption____________________ 2, 000 

Total deductions, c. c___________________ 14, 800 

Amount subject to normal tax_____________________ 20, 200 
12 per cent o! $20,200, or normal tax ________________________ $2, 424 

Every; corporation must pay the normal corporation tax, unless 
its net income is in excess of $2,000 :mel the intere t received on 
obligations of the United States or bonds issued by the War 
Finance Corporation and the exec s-profits and war-profits taxes 
to be paid. 

From the net income for 1918, or $33 000, deduct the taxes 
paid in the first, second, and third bracket , a total of $12,800, 
and also the specific exemption of $2,000, and there is a remai n. 
der of $20,200, which is the amount subje ·t to the normal tax 
of 12 per cent. Twelye per cent on $20,200 produce a tax: of 
$2,424. 

TotaZ ot all ta:ces. 
Tax computed in first bracket_ ___________ _________________ _ $2, 700 
Tax computeu in second bracket-------------------------- - - 9, 7::JO 
Tax computed in thil·d brackeL---------------------------- SuO 
Normal corporation taX------------------------------------ !!, 424: 

Grandtotal ___ ___________ _________________________ _ 1 u,224 

CH.ART \II. 

This is an illustration of the taxe, a corporation will pay, 
which before the war was making 30 per cent on its inve ted: 
capital and during 1918, by reason of the great demand fo.r its 
product and rapid turno\er, made 150 per cent: 
Invested capital in 1918--------------------------------- $100,00~ 

~i!w~;o~;r!?!g===~============·:=:=:=:::::::::::::::::::::=::::::::::=:=:=::::::::::::::::=: tgg: 88~ 
First 1Jracl~et, e:rccss profits. 

20 per cent on $100,000------------------------- $20,000 
Deductions, section 312: 

8 per cent on $100,000--------------- $8,000 
Specific exemptions ------------------ 3, 000 

Total deductions______________ ___________ _ 11, 000 

Taxable aDiount--------------------------- ----- 9,000 
30 per cent ot $9,000, or tax in first bmckeL-----~---------

ccond bracket, ea:ccss profits. 
Ket income ____ ____ ___________________ ____ ____ $150,000 
Le s 20 per cent on 100,000, or_________________ 20, 000 

130,000 
65 per cent of $130,000, or tux in second bracket_ _________ _ 

2,700 

84,500 
----Total tax in first anll scc·ond brackets _____ _____ _____ _ 

Tllira br·acl:Ct, tva1· profits. 
Net income ___________________________________ $1uO,OOO 
Deductions: 

Prewar earning___________________ 30, 000 
8pecific exemption_________________ 3, 000 

80 per cent of $117,000 is $93,600. 

33,000 

117,000 

$03,600 less $87,200 is the tax in thinl bracket_ ___________ _ 

Total taxes in the three brackets __________________ _ 

Normal corpo1·atio1l fa a:. 

Net incoiUe------------------------------ - ---- $150, 000 
Deductions : 

Taxes paid above------------------· $93, 600 
Specific exemption----------------- 2, 000 

0(),600 

87,200 

0 ,400 

03,600 

Amount subject to normal tax_____ _____ __ 54, 400 
12 per cent on $54,400, or the noriUal tax, is__ __ ___________ G, ti28 

Total of all taxes to be paiu by this corporation in 
1918------------------~---------------~------- 100,123 

CHART VIII. 
A CORPORATIO~ WllOSFl NET INCO:UE MATERIALLY !:\CREASED FOR !rilE YEAr: 

1916, AND PAYING IN ALL THREE BRACKETS. 

Invested capital, 1918--------------------------------- $1, 000, 000 
Net incoDie, 1918------------------------------------- 400, 000 
Prewar earning--- ----------------------------------- 150, 000 

Fi1·st bracT;et, excess p1·o{its (.sec . SOla). 

20 per cent of $1,000,000--------------------- $200, 000 
Deductions (sec. 312) : 

8 per cent of $1,000,000 __________ $80, 000 
Specific exemption_______________ 3, 000 

Total deductions ----- - ---------------- 3, 000 

Amount taxed on first bracket__ __ _____________ 117, 000 
30 per cent of $117,000, ~r tax in first IJracket____________ $35, 
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Second bracket, excess profits. 

Net income-------------------------------~- $400,000 
Less 20 per cent of $1,000,000, or______________ 200, 000 

Second bracket, excess profits. 
Net income for 1918----------------------------- $18, 000 
Deductions: 20 per cent of $50,000--------------- 10, 000 

----
Amount taxable--------------------------------- 8, 000 Amount taxed in second bracket_______________ 200, 000 

65 per cent of $200,000, or tax in second bracket_ ______ _ $130, 000 65 per cent of $8,000, or tax in second bracket___________ __ $i:i, 200 
-----Total of first and second brackets _______________ _ 

'l'llird bracket, 1oar profits. Net income _________________________________ $400,000 
Deductions (sec. 3lla) : 

Prewar earning---------------- $150, 000 
Specific exemption______________ 3, 000 

153,000 
0 

247 .. 000 

165,100 

80 per cent of $247,000 is $197,600; $197,600 less $165,100 
(the total of the· tax of first and second brackets), is tax in • 
third bracket-------------------------,---------~---___ 3_2_,_5_0_0 

Total war-profits a.nd excess-profits taxes----------- 197, 600 
' Normal corpo'ration ta:c .(sec. 230). 

Net income-------~------------------------- $400,000 
Deductions (sec. 236) : Taxes as above _________________ $197,600 

Specific exemption______________ 2, 000 
199,600 

Amount subj.ect to normal tax________________ 200, 400 . 
24,048 12 per cent of $200,400, or normal tax __________________ _ 

-----

---·-
Total tax 1n first and second brackets _______________ _ 

Third bracket, 1oar pt·ofits. 
Net income for 1918----------------------------- $18, 000 
Deductions (sec. 3lla) : Prewar earning ____________ __ _______ $10,000 

Specific exemption___________________ 3, 000 

Total deductions-------------------------- 13,000 

5,000 
80 per cent of $:5,000 is__________________________ 4, 000 
Deduction total of first and second brackets ________________ _ 

6,100 

0 
0 Tax in third brackeL------------------------·-----------­

(Since $4,000 is less ilian $6,100 there will be no tax in• tbe 
third bracket.) ___ _ 

~'otal war profits and excess-profits t!l.X----------- . __ 6, 100 

NonnaZ corpo1·ation ta:c (sec. 230). 
Net income for 1918---------------------------- $18,000 
Ded~ftions (sec. 236) : _ _ _ _ 

axes computed above--------------- $6, 100 
Specific exemption______________ ___ __ 2, 000 

Total deductions ____________ :_ _____________ · 8,100 
Total of all income taxes paid by this corporation___ 221, 648 

CHART IX. Amount subject to normal tax_____________________ 9, 900 
A LARGE CORPORATIO~ MAKING LARGE ;pROFITS IX 1918. 12 per cent of $9,9 00, or normal tax __ _____ __ __ ·---·---------- $1,188 

lnvested capital for 1918----------------------------- $15, 000, 000 Total of all taxes. 
Net income for 1918---------------------------------- T, 500, 000 I Tax computed in first bracket 
Prewar earning------------------------------------- 2, 250, 000 

1 

• . Tax computed in second ' bracket=========~================ 
First bracket, excess profits (sec. SOla). Tax computed in third brackeL---------------------------Normal corporation tax _________________________________ _ 

noo 
5.~00 

0 
1,188 

20 per cent of $15,000,000----------- ______ $3, 000, 000 
Deductions (sec. 312) : 

8 per cent of $15,000,000 ___ $1, 200, 000 
Specific exemption_________ 3, 000 

Totai tleducti<~ns ___________________ _ 1,203,000 

Amount taxable-------------------------- 1, 797, 000 
30 per cent ·of $1,797,000, or tax in first bracket_ ________ _ 

Second bracket, excess profits (sec. 301!1). 
Net income for 1918 ----------------------- $1, GOO, 000 
Deductions: 

20 per cent of $15,000,000_____________ 3, 000, 000 

Amount taxable-----------·--------------- 4, 500, 000 
Ui:i per cent of $4,500,000, or tax in second bracket_ ______ _ 

Total tax in first and second brackets ___________ _ 
Third bmcket, war profits (sec. S01a). 

Net income for 1918---------------------- $7, oOO, 000 
Deductions (sec. 311a) : . 

Prewar earning ----------- $2, 250, 000 
Specific exemption_________ 3, 000 

Total deductions-~------------------ 2,253,000 

(;,247,000 

80 per cent of $5,247,000 is _______ :..________ 4, 197, 600 
Deduct total of first and second brackets_____ 3, 464, 100 

Tax in third bracket---------------------------------

Total war-profits and excess-profits tax __________ _ 
Normal corporation 1a:c. 

Net income for 1918---------------------"- $7, GOO, 000 
Deductions (sec .. 236) : 

Taxes computed above ______ $4, 197, 600 
Specific exemption_________ 2, 000 

Total deductions ___ ________________ 4,199,600 

539, 100 

2,925,000 

3, 464,100 

$733,500 

4,197, 600 

Amount subject to normal tax __ ..:. _________ .:: _ 3, 300, 400 
12 per cent of $3,300,400, or normal tax________________ 396, 048 

Tota' of all taxes. ===:==:== 
Tax computed in first bracket------------------------- 539, 100 
Tax computed in second bracket----------------------- 2, 925, 000 
Tax computed in third brackeL----------------------- 733, 500 
Normal corporation tax ------------------------------ 396, 048 ------

Grand total------------ ----------~------------ 4,593,648 
CHART X. 

A Sl-IALL CORPORATIO::-l' WHOS'E INCOME IXCREASED FOR THE YEAR 1918. 

Invested capital for 1913-------------------------------- $50 000 
Net income for 1918------------------------------------- 18:ooa 
Prewar earning----------------------------------------- 10,000 

First b1·acket, ea:cess p1·ofits (sec. · SOla). 
20 per cent of $50,000-------~------------------- $10,000 
Deductions (sec. 312) : _ 

8 per cent of $50,000----------------- $4,000 
Specifi<! P.xemption ------------------- 3, 000 

Total deducti6ns -------------------------- 7,000 

Amount taxable---------------------- ··---------- 3, 000 
30 per cent of $3,000, o•· tax in first brack~t-------------- 900 

LVII--19~ 

Grand total _____________ . __________ _: _ ~ __________ :_ _ 7.288 
CHART ' XI. 

A CORPORATIOX PAYL'\G XO TAX 1:-i' TDE FIRST BRACKET. 

Invested capital for 1918--------------------------------- · $25, 000 

~i:w~co~~n~~-~~~~================================~=== 1~;888 
First b1·acl•et, excess profits (sec. S01a). 

20 per cent of $25,000---------------------'-------- $(), 000 
Deductions (sec. 312) : • 

8 per cent of $25,000------------------ $2, 000 Specific exemption: ____________________ ~000 

1Total deductions--------------------------- 5, 000 Amount taxable ________ .. ___________ _____ ______________ _ 
ao per cent of $0, or tax in first bracket_ __________________ _ 

Second bracket, excess profits. 
Net income for 1918_..: ___________________________ $1G 000 
Deductions: 20 per cent of $25,000---------------- 5: 000 

Amount taxable--------------------------------- 10, 000 · 
65 per cent of $10,000, or tax in second. bracket_ ____________ _ 

Total tax in first and second brackets----------------
. Thkd bmcket, -toar profits. 

Net income for 1918----------------------------- $15, 000 
Deductions (sec. 311a) : Prewar earning ___ _________ _____ _____ $u,OOO 

Specific exemptions ___ ---------------- 3, 000 
Total deductions ________________________ _ 

Remainder -------------------------------------
80 per cent of S7..t000 is--------------------------
Deduct total · of nrst and second brackets _________ _ 

(Since $5,600 is less than $13,500 there will be no 
tax in the third bracket.) 

8, 000 

7,000 
5,600 
6,500 

Tax in third bracket------------------------------------

Total war profits and excess profits tax ____ · ____ · ____ ·~-
Normal co1·poration tax (sec. ~SO). 

Net income for 1918----------------------------- $1:5,000 
Deductions (sec. 236) : 

Taxes computed above----------~----- $6,500 
Specific exemption____________________ 2, 000 

Total deductions-------------------------- 8,500 

Amount subject to normal tax____________________ 6, 500 
12 per cent of $6,500, or normal tax _________ _____________ _ 

1'otal of all taxes. 
Tax computed _in first brackeL------------------------ ... --Tax computed m second bracket_ ___________ ___ __________ _: _ 
'l'ax computed in third bracket_ _________________________ _ 
Normal corporation taX----------------------------------

Grand total--------------------------------------
CHART XII. 

0 
0 

6, GOO 

6,500 

0 

6,GOO 

780 

7,280 

0 
$G,i:i00 

0 
780 

7,280 

A CORPORATION WHICH PAYS NO TAXES I~ TilE E'lnST, SECOXD, OH TH!UD 
BRACKETS . . ·. 

Invested capital for 1918------------------------------ --- S2i:i, 000 

~iiw
1

:i~~inf~~-~==~=============~================~~===== ~:888 
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First bracket, e~rcess profits (sec. 301a). 
20 per cent of $25.000--------------------------- $5, 000 
Deductions (sec. 312) : . · · 

8 per cent of $25,000-------------- $2, 000 
Specific exemption---------------- 3, 000 

Total deductions----------:------------- 5, 000 

Total of all t<IZes. . 
Tax computed in first brackeL _________________ ..:_ ______ ..; 
Tax computed in second bracket-----------------------Tax computed in third brackeL ____ _.. ____________________ _ 
Normal corporation taX----------------~------------

Grand total --------------------------------------
CHART XIV • 

$fl00 
0 
l} 

85Z 

1, 752 

.Amount taxa.blC------------------------ · 0 
BO lli!r cent of $---, or tax in first brackeL-------------- 0 · A LARGER CORPORATIO!'i WHOSil PnEWAil EAR2-.T!\G .AND NET INCOME FOR 

Becond bracket, e:rcess profits. 
1\et income for 1918-------------------------- $5, 000 

Deductions: 20 per cent of $25,{)00------------ 5, 000 
Amount taxable ______ .;_____________________ 0 

(j5 per cent of $---, or tax in second bracket-.------------- 0 ----
Total tax in first and second brackets---------------- 0 

Tlz inL 'bt·acket~ 1oar profit$. 
Ket income for 1918---------------------------- 5, 000 
lJeductions (sec. 311a) : Prewar earning ________________ $3, 000 

Specific exemption ---------------- 3, 000 

Total deductions----------------------- 6,000 

Amount taxable---------------------- 0 
• 0 per cent of $--- ts------------------------- 0 
Deduct total of first and second brackets___________ 0 
T ax in third brackeL------------------------------------ 0 ----

Total war-profits and excess-profits tU------------- 0 
Normal co,·vor·aUon taa:. 

J>:'et income for 1918------------------------------ $5, 000 
· Deductions (s~c. 236) : 

Taxes computed above------------- 0 
Specific exemption-----------------· 2, .000 

Total deductions----------------------- 2, 000 

Amount subject to normal tax.___________ 3, 000 
12 per cent of $3,000, or normal taX----------------------==$=3=6=0 

Total of an taa:es. 

191'8 WERE THE SAllll AMCJmS. 

Invested capital for 191.8------------------------------- $100, 000 
Net income for 1918---------------------------------- 30, 000 Prewar earning_ _________________________ _:_________ 30, 000 

First 'bmcl.:et, excess profits (sec. 301a). 
20 per cent of $100,000--------------------- $20, 000 
Deductions (sec. .312) : 

8 per cent o! .$100,000 ________ .$8, 000 
Specific exemption ______ :______________ 3, 000 

Total deductions-------------------- 11, 000 

.Amount taxable---------------------- 9. 000 
30 per cent of $9,000, or tax in first bracket______________ 2, 700 

Second "bracket, ca:cess profits. 
Net incoma for 1918----~----------------------- $30, 000 
Deductions : 

20 per celt of $100,000-------------- 20, 000 • 

Amount taxable------------------------ 10, 000 
G5 per cent of $10,000, Qr tax in second braekeL----------- $6, 500 

Total tax in first and second brackets ______________ _ 
Third bracket, war profits. 

Net incoiDe for 1918----------------------- $30, 000 
Deductions (sec. 311a) : 

Prewar earning ------------------- $30, 000 Specific exemption_______________ 3, .000 

Total deductions -------------------------AIDount taxable _________________________ _ 
80 per cent of $--- is ______________________ _ 
Deduct total of first and second brackets __________ _ 

33,000 
0 
0 

9,200 

Tax computed in first brackeL--------------------- 8 Tax in third bracket_ _____________________ .,_____ 0 
Tax computed in econd bracket-----------------------

0 
Total war-profits .and excess-profits tax----------------- 9,200 

Tax computed in third brackeL------------------ 360 NOTE.-No tax in this bracket because the deductions of 
Normal corporation tax--------------------------------------- $33,'0QO exceed the $30,000 on which tax is to be computed. 

Grand tC?taL-------------------------------------- 360 Normal corpot·ation taa: (sec. $30). 
CIIAnT XIII. Net in~ome for 1918 ___ :_ __ :_ _______ :_.:_ ____________ $30, 000 

. Deductions (sec. 2.36) : 
:& SliALL conronATIO!'i WHOSE INCOME FOR 191S A...'D TIIJIJ rnEWA.It PERIOD I · Taxes computed_ above ________________ '$9, 200 

ARE THE SAME. Speclfic exem.ptiQD___________________ 2, 000 

Invested capital for 1918------------------------------- $5b, 000 
Net income for 1918-------------------------------- 10, 000 
Prewar earning----------------------------------------·- 10. 000 

First bmcket, ea:cess pt·ofits. 
20 per cent of $u0,000-----------------------~- $10,000 
:Deductions ( ec . .312) : 

8 per cent of $50,000--------------- $4, 000 Specific exemption _______________ :____ 3, 000 

Total deductions-------------------------- 7.000 

~mount taxable_________________________________ 3, 000 
ao per cent of $3.000. or tax in first bra.cket ____ ...:__-:--------

Sec:<md bt·aeket;ea:cess profits. 
Net income for 1!:)18----------------------------- $10, 000 
Deductions: 20 pt-r cent of $--- --------------- 10,000 

:Amount taxable --------------------------------- 0 65 per cent of $--- or tax in second bracket_ _________ _ 
Total tax i.n first and second brackets.__ _____________ _ 

NOTE.-Having a net income of only 20 per cent, there is no 
amount to be taxed in the second bracket, as only the amounts 
1n excess of a 20 per cent net in-come on invested capital is 
taxed in the ~econd bracket. 

Third bracket, wat· f)rofits. 

N€t income for 1918----------------------------- $10,.000 
Deductions (311a) : . Prewar earning ____________________ $10, 000 

Specific exemption-----------;--------- 2, 000 

Total deductions_________________________ 12, 000 
80 per cent of $--- is---------------------------------Deduct total of first and second brackets ______________ _ 

S900 

0 
000 

0 
900 

----

Total deductions------------------------- 11,200 

. Amount subject to normal tax____________ 18, 800 
12 per cent of $18,800, or normal tax ____________________ _ 

Total oJ aU ta:z:es. 
Tax computed i.n first bracket_ __________________________ _ 
Tax computed in second bracket_ _______________________ _ 
Tax computed in third brackeL-----------------------­
Normal corporation tax---------------------------------

Grand total-------------------------------------­
Cl.IA11T· XV. 

2, 25() 

2,700 
6,500 

0 
2,256 

11,456 

A CORPORATIO~ WHOSE NET 1-"C0'!\.1'1!1 FOR 1918 WAS LI:ss THAN ITS PREWAR 
DARNING. 

~~t~n~n;;~~;ai~~J-~==~====~=~~============~=========== $2~8;888 
Prewar e~uning ----------------·---------------------- 50, 000 

First "bracket, ea:cess profits (sec. S01a). 
20 per cent of $200,000----------------------- $40, 000 
Deductions (sec. 312) : · 

8 per cent of $200,000 ____________ $16, 000 
Specific exemption . ----------------- H, 000 

Total deductions ----------------------- 19, 000 

Amount taxable------------------------- 21, 000 
30 per cent of $21,000, or tax in fir t braek.eL ____________ _ 

BecoRa bracket, e:z:eess profits. 
Net ineome for 1918-------- ----------------- .$40, 000 
Deducti{)ns: 20 per cent of $200,000------------ 40. 000 

.Amount taxable_______________________________ 0 

0,300 

AIDount taxable-------------------------------~--------­
Tax in third bracket-------------------------------------

0 65 per cent of $---, or tax in econd bracket----------- 0 
0 --------Total war-profits and excess-profits tax ___________________ _ 

NOTE.-Since the deductions exceed the net income it i e-ri­
dent there wtll be no tax in this bracket. 

:!fonnal corp{}raUon taa:. 

Net income for Hl18 ________ --------------------- $10, 000 
Deductions (sec. 236) : 

Taxes computed above----------------- $900 
Specific exemption--------------·------ 2, 000 

Total deductions-------------------------- 2, 900 

Am-ount subject to normal tax___________________ 7, 100 

900 .Total tax in first nnd second braell:ets------------- G, .300 

Tlti.rd bracket, war f)rofits. 
. Net i.Deome for 1918------------------------- $40, 000 

Deductions (see 311a) : Prewar earning __________________ $u0, 000 
Specific exemption ------------------ 2, 000 

==== 

Total deductiom; ---------------------- 52, 000 
80 per cent of $--- is______________________ 0 
Amount taxable-------------------------.------- (J 
Deduct total of fiTst and -seeond bTackets___________ G, 300 0 
Tax in third brackeL----------------------------------- 0 

12 per cent on $7,100 or normal tax ______________________ ...:===8=5=2 -----
Total war-profits and excess-profits tax______________ $G, 300 
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Normal rorporation taa: <sec. 230). 

Net income for 191 ---------------------------- $40, 000 
Deductions (st•e 236) : 

Taxes compute(} nbovc ________________ $6, 300 
Specific exemption______ __ ___________ 2, 000 

Total deductions ________________________ _ 8, 3.00 

Amount subject to normal tax____________________ 31, 700 
12 per cent of $31,700, or normal -taX-------------------

Total ot all taa:es. 
Tax computed in first brackeL---------------------------
Tax computed in second bracket_ ________________________ _ 
Tax computed in thiru brackeL-------------------------­
Normal corporation tax ---------------------------------

$3,804 

G,300 
0 
0 

3,804 
----

Grand total~------------------------------------- 10,104 
CH.iRT XVI. 

Invested capital, 1918 ____________________ ...:. ______________ $150, 000 
Net income for 1918 ...:.----------------------------------- 42, 000 
Prewar earning---------------------------------------- 30,000 

First bracket, ea:cess profits (sec. 30ta). 
20 per cent of $150,000 ________________________ .:_ ___ $30, 000 
Deductions (sec. 312) : 

8 per cent of $150,000----------------- $12, 000 
. Specific exemption____________________ 3, 000 

Total deductions--------------------------- 15, 000 

Amount taxed in first bracket_ __ .:.__________________ 15, 000 
30 per cent of $15,000, or tax in first brackeL--------------- 4, 500 

Second bt·aclcet~ ea:cess profits. 
Net income ----------------------------·---------- $42, 000 
Less 20 per cent of $150,000_______________________ 30, 000 

.Amount taxed in second bracket____________________ 12, 000 
65 per cent of $12,000, or tax in second brackeL------------- 7, 800 

Total tax in first and second brackets _________________ 12, 300 

Third bracket, war profits. 
Net income --------------•--------------.. -------- $"42, 000 
Deductions (sec. 3lla) : 

Prewar earning ---------------------- $30, 000 
Specific deduction -------------------- 3, 000 

Total deductions---------------------------- 33, 000 

9,000 
80 per cent of $9,000 or $7,200 is less than the total of the first 

Nonnal corporatio11 ta.r. 
Net income for 1918----------------------------- ~10, 800 
Deductions : 

Taxes computed above________________ $900 
Specific exemption____________________ 2, 000 

Total deductions -------------·------------- 2, 900. 

Amount subject to normal tax ___________________ ·_ 7, 900 
12 per cent of $7,900, or normal taX- - ----------------:----.- $948 

, Total ot all taxes. 

Tax computed in first bracket----------------------------- 900 
Tax computed in second brackeL-------------------------- 0 
Tax computed in third bracket----------------------------· 0 
Normal corporation taX---------------------------------- 948 • 

· Grand total-----------------------------------·--- 1, 848 · 
CHART XVIII. 

A CORPORATIO~ WHOS» SPECIFIC EXEMPTIO-N OF $3,000 IS NOT EXH..l.USTED 
IN THE FIRST !:RACKET. 

Invested capital for 1918--------------------------------- $i5, 000 
Net income for 1918------------------------------------- 4,500 
Prewar earning_________________________________________ 3, 000 

First b·racket. 
20 per cent of $15,000---------------------------- $3,000 
Deductions : 

8 per cent of $15,000------------------ $1,200 
Specific exem}Jtion_____________________ 3, 000 

Total deductions--------------------------- 4, 200 
Amount taxable---------------------------------- 0 
30 per cent of $--, or tax in first bracket-----------------
1. Since the deductions amount to $4,200, and this exceeds 

$3,000 by $1,200, this corporation has the right to deduct 
this $1,200 in the second bracket in addition to the usual 20 
per cent on invested capital. 

Second bracket. 

Net income for 1918------------------------------ $4, 500 
Deductions : . 

20 per cent of $15,000 _________________ $3, 000 
AdditionaL___________________________ 1, 200 

4,200 

Amount taxable------~--------------------------- 300 

0 

65 per cent of $300, or tax in second bracket______________ __ 195 
----

Total tax in first and second brackets__ ______________ 195 · 

and second brackets, and therefore there will be no tax in the 
third bracket-------------------------------------------

Normal corpot·ation taa: (sec. f30). 

NOTE.-The "additional" $1,200 is the amount obtained in 
the first bracket in excess of the $3,000 to be taxed ; this l>1,200 

0 1 is therefore deducted in the second bracket that the corporation 
, may receive exemption for the full amount of $3,000 "twdfic 

I 
exemption. 

Net income-------------------------------------- $42, 000 
Deductions (sec. 236) : Taxes as above _______________________ $12,300 

Specific exemption____________________ 2, 000 

Total deductions --------------------------- 14, 300 

·Amount subject to normal taX---------------------- 27,700 
12 per cent on $27,700----------------------------------~- $3,324 

Total of all income taxes to be paid by this corporation __ 15, 624 
CHART XVII. 

A CORPORATIO:N EA.llNIXG LESS THAN 20 PER CENT l'fE"r INCO!IIE IN 1918. 
Invested capital for 1918 _____________________________ :._ __ $60, 000 
Net income for 1918------------------------..:------------ 10, 800 
Prewar earning----------------------------------------- 9,000 

First bracket. 
Net income for 1918----------------------------- $10, 800 
Deductions: 

8 per cent of $60,000----------------- $4, 800 
Specific exemption-------------------- 3, 000 

Tot 11 deductions -------------------------- 7,800 

Thinl bracket. 
Net income for 1918---~-------------------------- $4,GOO 
Deductions : 

Prewar earning ----------------------- $3, 000 
Specific exemptiO'll--------------------- a, 000 

Total deductions ____________________ G,OOO 
80 per cent of $-- is----------------------------------- 0 

I Tax in third brackeL------------------------------------____ 0 

Total wa.r-profits and excess-profits tax___________ ___ 195 
NOTE.-Slnce deductions exceed $4,500, there will be no tax 

in this bracket. 
Nonual corpo1·ation taa:. 

Net income for 1918-----------------------------­
Deductions : 

Taxes computed above__________________ $19~ 
Specific exemptions _____________________ 2,000 

Total deductions __________________________ _ 

S4,iJOO 

2,195 

Amount subject to normal tax_.:..___________________ 2, 805 

'l'otal of an taxes. 
1

12 per cent of $2,305, or normal tax________________________ 276. 60 

Amount taxable--------------------------------- 3, 000 
900 

. Tax computed in first brackeL---------------------------- 0 
30 per cent of $3,000, or tax in first brackeL--------------- I T ...__, · d b k t 19 o ax compu .. -eu m secon rae e -------------------------- - 3. 0 

Second b1·acket. Tax computed in third brackeL--------------------------- o 
Net income for 1918----------------------------- $1o, 800 Normal corporation taX---------------------------------- 276. 60 
Deductions : 20 per cent of $60,000---------------- 12, 000 I 
Amount taxable--------------------------------- 0 

0 

Orand total __________ C_H_A_R_T __ X_I_X--.------------------ 471.60 

65 per cent of $---, or tax in second bracket-------.-----
---- ~ A CORPORATIO~ WIT.li AN 8 rER CE~T Ej.RXIXG IN THE rREWAR PERIOD. 

Total tax in first and second brackets---------------- 900 Invested capital for 1918 ________________________________ ::;100, 000 
NOTF..-Sincc the deductions exceed the $10,800 there will Net income for 1918------------------------------------ 30, 000 

be no tax in this bracket. Prewar earning-----------------·-------~-- ·------------- 8, 000 

Thin], bracket. 

Net income for 1918----------------------------­
Deductions : 

Prewar earning ---------------'------- $9, 000 Specific exemption ______________ :___ ___ a, 000 

Total deductions--------------------------
80 per cent of $--- is-------------------------Tax in third bracket_ __________________________ _ 

$10,800 

1~.000 
0 
0 

Total war-profits and excess-profits tax _____________ _ 

Fi1·st bracket, excess profits (sec. 30ta). 

20 per cent of $100,000------------------------- $20,000 
Deductions (sec. ::l12) : 

8 per cent of $100,000--------------- $8, 000 
Specific exe~ption___________________ 3, 000 

Total deductions------------------------- 11, 000 

Amount taxable______________________ __________ 9, 000 
000 30 per cent of $9,000, or tax in first bracket_ ______________ . . 2, 700 
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Scco11d- 1>1-·acket, e:&cess profits. 
1\•et income for 191 -------------------------- $30, 000 
Deductions: 20 per cent of $100,000------------- 20, 000 
Amount taxable __________________________ _- 10, 000 
6G per cent of $10,000, or tax in second bracket_ ________ _ 

'l'otal tax in first and second brackets ______________ _ 
Third brackets, toar profits. 

Net income for 1918---------------------------- $30, 000 
Deductions (sec. 311b) : 

10 per cent of invested capital, 1918 __ $10, 000 
Specific exemption________________ 3, 000 

Total deductions ________________________ _: 

• 
80 per cent of 17,000-------------------------
Deuuct total of first and second brackets _________ _ 

13,000 

17,000 
13,600 

9,200 

'.fax in third brac~eL----- ·------------------------------

Total war-profits and excess-profits tax _____________ _ 
NOTE.-Since the prewar earning was only 8 per cent it is 

not useu, but a 10 per cent deduction is allowed in the third 
bracket. 

Normal cot·pomtion taaJ (sec. ~SO). 
Net income for 1918---------------------------- $30, 000 
Deductions (sec. 236) : . 

Taxes computed above _____________ $13, 600 
Specific exemption__________________ 2, 000 

Total deductions ------------------------- 15, GOO 
.<\mount subject to normal tax____________________ 14, 400 
12 per cent of $14,400, or normal tax _____________________ _ 

Total of all taaJes. 
'l.'ax computed in fir t bracket_ ________________ __ __ _: _____ _ 
Tax computed in second bracket----------------------- ---
!l.'ax computed in third bracket_ _________________________ _ 
1\orrnal corporation tax---------------------------------

, I 

_$6,[)00 

9,200 

4,400 

13,600 

1,728 

2,700 
6,500 
4,400 
1,728 

15,328 
A COIU'ORATIO~ WITH NO NET IXCOME I~ TH» PREWAR PERIOD. 

The above method would be used in COII).puting the tax on a 
corporation which had no net income during its prewar period. 
A CORPORATIO~ NOT I~ EXISTENCE AT J,EAST OXE WHOLE CALEXDAR TEAR 

DURING THE PREWAR PERIOD. 
A. corporation not in existence during one whole calendar year 

will have in lieu of the deductions in section 311 a, tho e pro­
Ytded in section 311 c and d, which are: 

I. A. specific exemption of $3,000 ; and 
II. A constructi\e prewar earning based upon the average 

experience of corporations in the same trade or business, simi­
lrir1y situated, but in no case to be less than 10 per cent on its 
invested capital taxable for 1918. 

A CORPOR.!TIO~ HAVIXG A XET T~COllE IX 1918 OF LESS TH.A.~ $3,000. 

A corporation having a net income of le. s than $3,000 in 1918 
will not pay the war-profits and exces ·-profits taxe ·. 

CHA.R-r XX. 
'WIIAT INCOME TAXES WOUT.D IIA.VE BEE~ PAID HAD THE BUSIXESS I~ 

CHART IV BEE~ MAJAOED BY AN l:XDIVIDUAL IXSTEAD OF A CORPORA­
TION. 

It is difficult to lllake a comparison of this kind as the deduc­
tions and exemptions for normal and surtaxes for individuals 
are different from those for corporations for the normal and 
war-profits and ex:ce s-profits tax. But supposing that an indi­
Yidual had an income of $150,000 upon which he pays both nor­
mal and su rtux. 

Normal taJJ (sec. 210a) . 
Net income __ ___ .:_ ________ .:_ ______ ------ -------- $150,600 
Deductions : 

Creoit under section 216 A ___________ $G, 000 
Credit unde1· section 216 c___________ 2. 000 

Total deductions ---------~------------- 8,000 

Amount on which normal tax is compute<L---------------- $142, 000 
. 4,000, at 6 per cent_____________________________ 240 
$138,000~ at 12 per ce~L------------------------ 16, 560 

Total income tax____________ _____________________ 16, 800 . 
StwtaaJ (sec. !11) . 

Net income subject to surtaX--------------------------- 150, 000 
On amounts between-

$5,000 and $6,000, or $1,000 ·at 1 per cent___ $10 
6,000 and 8,000, or 2,000 at 2 per cent___ 40 
8,000 and 10,000, or 2,000 at 3 per cent___ 60 

10,000 and 12,000, or 2,000 at 4 per cent__ 80 
12,000 and 14,000, or 2,000 at 5 per cent___ 100 
14,000 and 16,000, or 2,000 at 6 per cent___ 120 
16,000 and 18,000, or 2,000 at 7 per cent___ 140 
18,000 and 20,000, or 2,000 at 8 per cent___ 160 
20,000 and 2~000, or 2,000 at 9 per cent___ 180 
22,000 and 24,000, or 2,000 at 10 per cent___ 200 
24,000 and 26,000, or 2,000 at ll per cent___ 220 
26,000 and 28,000, or 2,000 at 12 per cent___ 240 
28,000 and 80,000, or 2,000 at 13 per cent___ 260 
30,000 and 32,000, or 2,000 at 14 per cent___ 280 
82,000 and 34,000, or 2,000 at 15 per cent___ 300 

On amounts between-Continued. 
$34,000 and $36,000, or $2,000 at 16 per cent_ __ 
36,000 and 38,000, or 2,000 at 17 per cent __ _ 
38,000 and 40,000, or 2,000 at 18 per cent_ __ 
40,000 and 42,000, or 2,000 at 10 per cent_ __ 
42,000 and 44,000, or 2,000 at 20 per cent_ __ 
44,000 and 46,000, or 2,000 at 21 per cent_ __ 
46,000 and 48,000, or 2,000 at 22 per cent_ __ 
48,000 and 50,000, or 2,000 at 23 per cent_ __ 
50,000 and 52,000, or 2,000 at 24 per cent_ __ 
52,000 and 54,000, or 2,000 at 25 per cent __ _ 
64,000 and 56,000, or 2,000 at 26 per cent_ __ 
56,000 and 58,000, or 2,000 at 27 per cent_ __ 
58,000 and 60,000, or 2,000 at 28 per cent_ __ 
60,000 and 62,000, or 2,000 at 29 per cent_ __ 
62,000 and 64,000, or 2,000 at 30 per cent_ __ 
64,000 and 66,000, or 2,000 at 31 per cent_ __ 
GG,OOO and 68,000, or 2,000 at 32 per cent __ _ 
68,000 and 70,000, or 2,000 at 33 per cent_ __ 
70,000 antl 72,000, or 2,000 at 34 per cent_ __ 
72,000 and 74,000, or 2,000 at 35 per cent __ _ 
74,000 and 76,000, or 2,000 at 36 per cent_ __ 
76,000 and 78,000, or 2,000 at 37 per cent...: __ 

· 78,000 and 80,000, or 2,000 at 38 per cent __ _ 
80,000 and 82,000, cr 2,000 at 39 per cent_ __ 
82,000 and 84,000, or 2,000 at 40 per cent_ __ 
84,000 and 86,000, or 2,000 at 41 per cent_ __ 
86,000 and 88,000, or 2,000 at 42 per cent_ __ 
88,000 and 90,000, or 2,000 at 43 per cent __ _ 
90,000 and 92,000, or 2,000 at 44 per cent __ _ 
92,000 and 94,000, or 2,000 at 45 per cent_ __ 
94,000 and 96,000, or 2,000 at 46 per cent_ __ 
96,000 and 98,000, or 2,000 at 47 per cent_ __ 
9 ,000 and 100,000, or 2,000 at 48 per cent_ __ 

100,000 and 1(50,000, or GO,OOO at 52 per cent __ _ 

$320 
340 
360 
380 
400 
420 
440 
460 
480 
500 
520 
540 
560 
580 
GOO 
620 
640 
660 
680 
700 
720 
740 
760 
780 
800 
820 
840 
860 
880 
900 
920 
940 
960 

26,000 

Total surtaX--------------------------~----------

Xormal tax-------------------------------------------­
SurtaX------------------------------------------------

Tobll taX----------------------------------------
The corporation will pay $82,528. 

$49,510 

16.800 
49,510 

GG,310 

l\Ir. FORD1\~Y. Mr. Speaker, I a k unanimous consent to 
extend. my remarks in the. RECORD. 

The SPEAr\.ER pro tempore. Is there objection? 
. There was no objection. 

Mr. HULL of Tennes. ee. Ur. Speaker, I make the sarno 
request. . 

The SPE .. A..KER pro tempore. Is there objection? 
Thei·e was no objection. 
Mr. FORDNEY. ?I.Ir. Speaker, I yield. five minutes to the 

gentleman from Ohio [l\Ir. EMERso~]. 
Mr. El\IERSON. 1\lr. Speaker and gentlemen of the House, 

I am lllO\ed to speak at this time because of a provision in the 
bill which gives $60 pay to the s·oldiers. I am in favor of that 
and would vote for more. That is not all the solilier wants, how­
ever. The soldier wants first to be returned home, and, second, 
he wants to be returned to the position that he held before he 
entered the service of this country. Right here I want to second 
the compliment paid by the chairman of this committee to the 
private soldier. I know personally soldiers who are serving irr 
France as privates who .earned from $10,000 to $15,000 a year; 
fl·olll four to five and six times as much us the captains and 
colonels of the organizations in which they are serving. I know; 
Pvt. Sam Rosenberg, who had a law business that paid hilll oYe~ 
$10,000 per year, who entered the service as a private. How are 
we going to do this? I have introduced to-day two bills. First, a: 
bill to forever bar the alien who refused to enter the service of 
his country when he was drafted from becoming a citizen of the 
United States; second, to ·make the alien who volunteered o~ 
was drafted and did not claim his exemption a citizen upon 
presentation of his papers showing honorable discharge. I ha-ve 
introduced another bill to give a preference to the soldier, sailor, 
and marine, and even the citizen of this country, when it comes 
to employment. To think of an American soldier, sailor, or 
marine returning from France walking the streets of the cities 
of this country in idleness and seeing some alien slacker holding 
a profitable position is scandalous. 'Vhat we ought to do in this 
country is to start an Americanization scheme. If we bad been 
prepared socially, educationally, and in a military way we would 
never. have had to enter this war with Germany, and the nearly, 
60,000 brave American boys who now sleep in France would. be 
here. I believe in giving a preference to the soldier, the sailor, 
or the marine, and the citizen ·of this country, over any alien 
who comes here to infest this country with anarchy and Bol· 
shevism and the !-won't-work stuff. I believe in giving employ- . 
ment to' the soldier who does not belong to the I-won't-wor.K 
class, mid who not only belong to the I-will-work class but 
who- belpngs to the !-will-fight class. [Applause.] 

In compliance with resolutions adopted at a meeting of sol· 
diers and sailors in Cleveland, Ohio, I hu ve introduced two 
bills-one to punish the alien slacker and the other to give 

. preference to . soldiers, sailors, marines, and citizens over aliens 
in the lllatte~· of employment, and especially over aliens who 
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refused to enter the military service of the United States during 
this world's war. 

l\1ore important than a league of nations is the Americaniza­
tion of this country. 

fall tho persons who should go to the foot when it comes to 
employment the alien slacker is that person. 

l<::vcry alien who was exempted from military service because 
of llis alienage should neyer become a citiZen of this co1mtry, 
and should never haYe employment as long as an American citi­
zen is idle and physically and mentally able to fill such employ­
ment. 

It shoulll IJe made unla"~Vful to Wre an alien when an ·A.meri­
cau can do the work. 

It will mean more for tho peace of this country if the United 
States would prepare itself industrially and educationally than 
the mere belonging to a league of nations to enforce peace. 

J,et us clean bouse at home first. 
There are in this country millions of aliens who never intend 

to become citizens of this counh-y, who have not the inter­
e 'ts of the country at heart, who are here simply to get all 
they can out of the country and spread Bolshevism and I. W. 
W.ism while they are here. They should be curbed. No alien 
should be given employment by any firm or corporation while 
an American citizen walks the streets in idleness. Just think 
of an American soldier, sailor, or marine walking the streets 
after returning from the trenches and finding some alien slacker 
holding the position he held before he entered the service of his 
country. What an ungrateful country he must think this is. 

Yes, and that same alien slaeker enjoyed the peace and happi­
ness and prosperity for which the soldier, sailor, or marine was 
willing to die. 

The memory of a great past is the inspiration of a great 
pre ent, and the country which honors its great men has the 
prospects of producing more in the future. 

The gratitude of a free people in the United States will lead 
them to erect memorials to the gallant and heroic men who 
offered their lives that liberty might live. We have suggestions 
of the com·entional shafts placed in cemete1·ies for the fallen, 
but for those who were saved to the Nation let the memorial of 
employment be first erected as a tribute to the returning soldier 
who offereu his to-day for our to-morrow. No better or more 
fitting tribute can be tendered the brave boys for their future 
than supplying them with employment, not swamp lands, but 
jobs, the jobs they held before they went 3,000 miles from home 
to die if need be for their country. :No alien wheresoever he 
may hail from should deprive the American soldier from Ameri­
.can employment in America. 

No true American can negative this assertion unless he iB 
untrue to America, with .unpatriotic motives detrimental to 
.American pTogress. These slackers are simply human lice who 
crawl over the body politic and pester and annoy civilization 
and progress. We might as well give them to understand that 
America is no place for them. There is no country on the face 
of this earth that would giYe them as much liberty and op­
portunity as this country does. but in spite of that they come 
here and infest the country with disloyalty and anarchy. Is 
it fair? Is it proper? Is it just? Does it not on the contrary 
caul'je dissension and dissatisfaction and unrest among the 
p ople of thl<:~ country? Does it promote patriotism? If we are 
to ha\e an America of whicll we may feel proud let us clean out 
thi. · nest of disloyal aliens, who would neither fight for this 
.country nor their -own. 

'J:hey arc citizens of no country-just w-andering citizens of 
tlle world, with no object but to prey upon the citizens of other 
countries. The gt·cat Euro1 ean conflict. is drawing to a close. 
Hundreds of thousands of American soldiers are returning for 
denwbiliz..'ltion. They haYe lJeen fighting for the preservation of 
out· liberti ·, for tllC preservation of our industrial institutions, 
and it is now our paramonut duty to see to' it that every mill, 
factory, and workshop turns the wheels of industry with the 
rud of the boys who offered their liYc to save industry from 
_de. truction. 

Every firm, company, or corporation refu ing or neglecting to 
employ a oldier, sailor, marine, or citizen of these United States 
to take the place of an alien slacker, or even an alien, should be 
irulnstrially iJlacklistctl and it · name published to the counu·y. 

Can it be well said that those of this ya t army who returned 
:C--rom military sen.-ice should return to find alien slackers em­
ployed all over the country, and should be forced to live upon the 
charity of relatives and friends? 'J:hese boys are not of the 
I-will-not-work crowd; they belong to the I-will-work crowd, as 
well as the I-wiU-fight crowd. It is our plain duty to do this 
by legislation. 'Vc have riglltfully protected American industry 
from alien industry ; now let u · protect American labor from 
alien labor ana the ungrateful alien slacker. American labor 

should be given the first opportunity in this country. American 
labor should hold every job in this country, and the alien should 
wait. I would only allow the alien to come here with the dis­
tinct understanding that he must establish himself here and 
prepare himself for citizenship or go back where he came from. 
If he can find any place where he is better treated, just let him 
go, and it williJc good riddance of bad rubbish. We would soon 
get rid of bad aliens if we passed a law giving a preference to 
American labor. I would make it a crime punishable wlth a 
fine or impri ·onment to employ an alien while there was an 
American citizen idle who could perform the work. 

Returning soldiers uo not want simply praise, they do not want 
a parcel of Ia,.nu out in the wilderness, they do not want merely 
a few months' extra pay. What the returning soldier W(lnts is 
the job back he hau before he entered the milftary or na\al 
service of the United State·. He wants his old employment; 
and this Government should g:i>e back to e-very returning soldier 
who worked for the Government before tl1e war his old empl-oy· 
ment, no matter how it may inconvenience some one else; and 
we should make it mighty unpleasant for any firm or corpora­
tion who does not do thi3. 'Ve took these men from their wives, 
children, mothers, and friends and sent them 3,000 miles away, 
·and we owe them something besides a vote of thanks. But 
think of the alien who was drafted and claimed his exemption 
because of his alienage. What do we owe him? "\-Ve owe him 
nothing. What right has he to take a job away from an a1ien 
who was drafted and went and fought in the ranks? Is not 
there a vast <lifference? Perhaps lf we looked out a little for 
the citizens of this country the alien might think a little more of 
us. If Germany had known we would have ente-red the war as 
vigorously as we did, we would never have had to go to war, and 
the lives of nearly 60,000 of our brave boys might have been 
saved. If we do this, perhaps the alien will appreciate what 
it means to live in a land of peace and opportunity, where aU 
men are equal, where the humblest serf may come and be free 
and work out hi.<:: own salvation, educate his children, and live 
in comfort. peace, and happines . 

I am for Americanizing America, for preparing America for 
any emergency. I believe in industrial preparcdncs"', military 
preparedne s, educational preparedness. social preparedness in 
every way, but above all by showing the alien that he can not 
come to this country and enjoy all its Uberties and opportunities 
but share none of its responsibilities. Teach him respect for this 
country, for its Constitution and laws, and for its flag, and when 
we ha\e done this we are prepared fo1· any emergency. [Ap· 
plause.] 

Now, if we do not do something like that we are going to 
discourage the soldier, and, besides, we owe him everything. 
There are in this country thousands of people who have come 
here with no intention of becoming citizens of this country, who 
simply get all they can from the country. They never intend 
to be identified with the institutions of this country; and if 
there is anyone who should walk the street in idleness 1\fr. Alieu 
Slacker is the man.-

1\Ir. DEW ALT. 'Viii t.he gentleman permit an interruption? 
1\fr. EMERSON. Yes. 
Mr. DEWALT. Granting that the gentleman may be aiJle to 

enforce the provisions of his intended bills in regard to giving 
employment and in regard to employment in governmental work, 
how would tile gentleman be able to enforce it in regard to pri­
vate employment by pri>ate people or private corporations not 
engaged in any such work? Woulcl it not be a violation of the 
constitutionn.I provision in regard to contracts? 

Mr. EMERSON. I appreciate the force of the gentleman's 
question. I consiclered it very eriously when I prepared this 
second bill. 

1\Ir. DE\V ALT. 'Vhat is the gentleman's answer? 
Mr. E}')fERSON. :My unswer is tllis: If it i · neeessary, w~ 

will amend the Constitution. That is all there is to that. I 
place the welfare of my country aboyc the rights of any cor­
poration. 

Mr. DEW ALT. 011, I see. 
1\Ir. E1\IER ON. That i nil 1here i ~ nlJout that; that is the 

way I feel alJout it. 
Mr. DEW ALT. That is Yery simple. 
l\Ir. EMEHSON. That i Yery simple; IJut tllat is what we 

ought to do and what we ha\c got to do if we want to prese::.-vc 
the institutions of this country. And had we begun years ago 
to prepare tbi country in some way we would not haYe been in 
this war and 00,000 men would not lie sleeping in Flanders 
fields anu over 200,000 more wounded and maimed. Hat! the 
Kaiser. known w·e would have fought be never would haYe trans­
gressed the rights of an American dtizen. 

The SPEAKEn pro tempore. The time of the gentleman bas 
expired. 
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Mr. EMERSON. Mr. Speaker, I ask unanilflous consent to re~ 
vi e anu extend my remarks. 

The SPEAKER pro tempore. Is there objection to the re­
quest of the gentleman? [.After a pause.] The Chair hears 
none. 

Mr. FORD:NEY. l\Ir. Speaker, I yield 10 minutes to the gen­
tleman from Kentuc1.'J' [Mr. LANGLEY]. 

1\lr. LANGLEY. 1\lr. peaker, in the few moments allotteti 
to me I shall of course be unable to say \ery much, and I nsk 
unanimous consent to re\ise and extend my remarks. 

1\lr. 'V ALSH. l\lr. Speaker, nobouy can hear what the gen­
tleman from Kentucky is asking. 

The SPEAKER pro tempore. The gentleman from Kentucky 
asks unanimous consent to extend his remarks. Is there ob­
jection? [After a pause.] The Chair hears none. 
_ l\lr. LANGLEY. 1\fr. Speaker I have made up my mind 
that I '-vill not vote for this bill if it is put upon its final pas­
sage in its present shape, and I assume that that is what will 
occur. As a general rule I do not permit the speeches and 
}lrgument of a Democrat to have much influence O\er me. 
[Laughter.] But I do not mind confessing that my pre\ious 
inclination against this bill ,,-as \ery much strengthened by the 
able speech of the distinguished gentleman from Texas [l\fr. 
DIEs] last Thursday. I have read a great deal of Republican 
literature and I have heard many good Republican speeches, 
but I do not think I e\er heard a better 15-minute Republican 
speech,_ both politically and fundamentally, in my life than the 
one delivered by the gentleman from Texas, and I am sure that 
my colleagues on this side of the Chamber share with me the 
regret that he is not to remain in Congress, and I think his 
colleagues on tlte other ide should also share in that regret. 
[Applause.] 

l\fr. Speaker, I want to say in the outset that I uo not for a 
moment countenance the idea of om· Go\ernment repudiathlg or 
failing to pay any of its just obligations, howe,er burdensome 
they may be to our people. Whi.Je those who are for the time 
being managing the affairs of our Government may ha \e erred 
in entering into these obligations, the good faith of the Nation 
requires that they be met sooner or later. All that I am going 
to contend for is that in fulfilling these obligations clue regard 
should be hau for the financial and industrial conditions in the 
country so that an unbearable bur<len may not b placed upon 
the people now. [Applause.] 

There are se\eral provisions in tl1is bill that I am in favor of. 
Of course, I am in favor of the bone-dry pro"Vi ion. [Applause.l 
That goes without saying. [Laughter anu applau e.] I aru also 
in faYor of the purpo e of the child-labor provision, but I pause 
here to say that I do not U1lnk it is a wise policy, although it is 
frequently re. orte<l to of late, to load up appropriation bill with 
legislative rider involving propositions entirely extraneous to 
the regular supply bills of the GoYernment, and which ought to 
be con idered separate and apart therefrom and upon their own 
merits. I am likewise in faYor of the ptinciple underlying the 
provision for a bonus to be paid to our soldiers, sailor , and ma­
rines, except that · I believe, as I indicated earlier in the debate 
to-day, that GO is a very small pittance to give them. [Ap­
plause.] Inueed, l\lr. Speaker, I think it is little less than an in-
·ult to them to gi\e them what really amounts to little more than 

a " tip " upon their discharge from a service in entering ,-vhich 
auu going through which they have made so many sacrifices, and 
many of them have suffered so much. I question also whether 
it is equitable anu fair to giye all of them the same amount, 
when some of them have serYed so much longer than others and 
have made much greater acrifices than others, and especially 
in \iew of the fact that hundreds of thousands of them are still 
over. cas and being hehl there, many of them under the most dis­
tre ·sing conditions, t!lthough the war has in fact been over for 
nearly three month ·. I think some slidtng scale would be bet_. 
ter so as to compensate them in a measure in proportion to tlleir 
ser•ice anu sacrifice. Of course, it is not practicable to do this 
literally, but it can be <lone approximately, and I recently intro­
duced a bill which follows that general plan. 

The ill tingui bed gentleman from Michigan [l\.I.r. FonmmY] 
called attention awhile ngo to tile fact that this $60 flat 
honu woul<l cost the Government a little over a quarter of a 
hillion uollars, but what does that amount to in view of the 
. er\ice that our boys haYe renuered our country and the civil­
ized \Yorl<.l? As I stated when interrupting the gentleman, I 
think it would be a good iuea to take about twice that amount 
out of the propo ed appropriation for increasing the Navy, 
which is now pending, and gi\e that to our soldier - boys to 
help them along until they can resume their former vocations 
or ·ecure remuneratiYe employment elsewhere. If I had the 
time I could sugge. t other large ltems that it is proposed to 
app!·opriate in this Cong1·e ·:-, for things that could be very well 

dispensed with or postponeu, and utiliie the money for purposes 
like this. 

Mr. Speaker, while I fayor the provisions to which I hm e 
referred, and while there are ome other features in this bill 
that I would vote for as separate propositions, I do not propose 
to be forced to vote for this bill as a whole, with all of its 
objectionable feature , simply because it contains some pro­
Yisions that I am for. The people of my district are sen ible 
and just, and they understand the situation. They know just 
as "·ell as we do that the way this conference bill is brought 
up we can not get a separate \Ote on each item, but must vote 
for -or .again t the bill as a whole. They know how I wo.uld 
\Ote on all the. e matters if under the rules of ·the Hou e we 
could ha\e a chance for a separate vote. 

Ur. Speaker, I haYe voted under this Democratic administt·a· 
tion for a number of huge tax bills and appropriation bills. 
For most of tl1em I \Oted conscientiously; in some cases I voted 
for them almost in spite of my con cience, but in all cases my; 
vote· was basel upon a urances from the highest sources that 
they were vital to the welfare of the country. But I have about 
reached the parting of tile wa~·s. I do not propose to vote for 
any more of these appropriation bills or tax bills blindly if I 
can help it. One of the reasons that I oppose thls bill is that 
some of the money that will be collected under it, if it is en­
acted into law,. will be expended in carrying out the unprec• 
edented naval program that is proposed, and against which I 
shall al o register my Yote unless it is very materially amended •. 
In previous Congresses I ha"Ve always voted for the largest 
increase in om· Navy that · was· proposed, but conditions were 
different then. Om· Navy needed increasing then, and we were 
financially able to · do it. Now we are paving the way to n 
permanent peace and do not need such a gigantic Navy, and 
IJow the people are alreauy carrying an almost unbearable 
burden of taxation and are not able to meet the added expense.' 

l\lr. LAZARO. Will the gentleman yield right there? 
Mr . . LAl.'l"GLEY. Certainly. 
l\lr. LAZARO. The gentleman knows there is a provision in 

tl!e bill tllat authorizes the President to stop the building pro.: 
gram if we agree to such a thing as that. . 

1\Ir. LANGLEY. Oh, yes; but the trouble about the President. 
i~ that sometimes he \Till not stop when he ought to when he 
once get. started. [Laughter.] 

l\lr. ASHBROOK. Is the gentleman in fayor at this time of 
an omnibus public buildings bill? 

;)Jr. LANGLEY. I certainly am. I am in favor of scattering 
the mon~y around throughout the country instead of taking it 
in hnge bulks and putting it where it is not absolutely necessary, 
and where U will not reach the public generally, but enrich 
the few at the expense and distre. s of the many. That is 
exact1y the point I had in mind when the gentleman from Ohio 
interrupted me. That is why I am in faYor of giYing more to 
the soldiers. I believe in helping those who need help rather 
than tho. e who can get along without it. 
. l\lr. JOHNSON of Washington. now are we going to raise 
the money? 

::\Ir. LANGLEY. That raises the pojnt to which I am going 
to address my elf in a minute. I may ay now, in reply to the 
gentleman, that, so far as the naval program is concerned, I 
think it will make very little, if any, difference to the countlT, 
in view of present conditions, as to just how many years we 
take to complete the program already authorize(], but 1t will 
make n great deal of difference to the people, in Yiew of the 
stress under which they are now laboring, as to whether we 
t1·y to raise hundreds of millions of the money now or string· 
the completion of the program out for everal year , and t.bus 
avoid increasing the burden now, which the people, in my juug­
ment, can not stand at thls time. 

The suggestion has been made that this na\al appropriation 
is needed for bluffing purposes. Gentlemen, this i · too serious 
a matter to bluff about. To gamble legitimate!~· with the peo­
ple's money, hard pressed as they are now, is bad enough, but 
to bluff with it is monstrous. The gentleman from Texas was 
right. If we go ahead with these reckle. s expenditures \YC will 
commit a double crime-we' will not only purloin the golden ­
egg but kill the goose that laid it. 

The gentleman from 'Vashington rai. cu a \ery pertinent aml 
very important question, anu it ba also been raised uy other 
gentlemen in the same connection. I do not claim to be an ex­
pert on this tax question. Inueeu, I have tried everal times 
without success to fill out one of the blank , and I doubt Yery 
much whether there is a single Member of this Hous , the Ways 
and Means Committee include<l, who coulu fill out one of tllem 
without making some mi take . But if I hau my way about it, 
I will tell you what I would clo. I would reenact the tax 
law ·of October, 1017, with ·uch ;unendments as would pre-
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:vent discriminations. that have been cit2d in this. debate-, and this desk, wa ea.lled upon to hold up my right lumd and ask 
particularly by the gentleman from North Carolina [Mr. the Deity to withdraw from me all of His ble sings if I hould 
Krrc:mN}, and st.r_ike out the- balance of this :pending bill, ex- fail to defend the Constitution against it enemie both do­
cept the provisions to which I lu:r\"e referred uitll approval. mestic ::tnd foreign. And I am placed in tllc . itu.ation where I 
lJxp rts wha have made a thorough study of the question say must either Yote down this conference report, which otherwise 
that this reenn.ctment o:f tha act of 1917 would, .with the in- I would \Ote for, or foreswear myself; and in that situation 
crea ed earnings of the current year, raise something over there is only one thing that I can do, and that is to \ote down 
$4,000,000,000. That would save the people for tile present from the report and seek to ha\e the obno::riou.· feat ures trlcken 
all of the added bl:lr'df'ns of the pending bill, and if a little later from it. · 
on it should develop that the Go'V'ernment needs more money to I know that it is said, upo-n the auth.ority of.llie oleomarga­
meet its just and neces ary obligations, we ccmld then devise rine case, the :phosphorus match cases, ancl others, that tbe 
some way to raise it. ,. We have shown since we entered this courts of the country will never, n power being granted to 
war that the: American Congress can do that: very quickly when exist, inquire as to-tlle motive for the exercise of that power. 
there is need for it to be clone_ Let ns give the people a little But before this Congress the question is not ~hat the Supreme 
chance to save a few dollar insten.d of taking all they have Oourt will dedde, but the question is whether, a.s a. matter of 
mu.de and thn · destro their initiative a.nd enterprise. Let us fact, our intended vote is a violation of the Constitution, which 
con lder- th people's side of it a. little_ I. tell yon, gentlemen, ·we have sworn to defend. Of course, it is a rule, and a good 
they are not only a.stoni ·bed but they are stunned by the ap- rule-and I am not quarreling with the decisions in those 
palling propositions embodi d in this bill, and the deepening cases-that the courts of the country will not, here the enact­
shadows of despair are gathering over them. [Applause.} I ment of Cong?ess is eons1 tent with a due :performance of duty~ 
for one run in favor of heeding their appeals instead of in.creas- put a construction· upon those acts making them inconsistent 
ing their distress~ I. am talking now not about men with ~ with duty; but where the act it elf can be construed as being 
men e incnmesr who will never feel it, but I have in mind the a performance of a just power of the Congress, the courts, 
average man and the nveruge family. They arc the ones who through a just comity, will indulge the presumption that Con..: 
are going to feei this burden the most. ~ gentlemen,. while gress acted from righteouS' motives, and will ustain the legis­
! am on that subject, let me make this further- observation~ lative enactment. 
Even i:r l knew t:ttat the adoption of my suggestion for the But it has never been held, and 1 trust never will be held, 
amendment :md reenactment of the 1917 tax law would not where an enactment of Congress is inherently violative of the 
raise all the money tlult the Government needs now, I.would fundamental law and destructive of o11r form of government 
still stick to the proposition. These vast expenditures are the that the courts of the land will not construe that enactm~nt as' 
result of a war in .which we entered for the preservaticm of violati'V'e of the fundamental law through any idea of comity 
republican government and civilization, and for the protection of. or sensitiveness in d9.;1.ling with a correlative branch o:f the 
humanity in general. What we accomplished in this wnr will Government 
im:rre. more- to the benefit of. future generations in America. than But be the powers o.f the court as they may. this Congress 
to t.ha present generation. can not delegate to the Supreme Court of the United States th~ 

I do not think that the people of this day should do aD the keeping of its conscience~ This Congress can not ltold up its. 
fighting' and endure aU the suffering and bear the bulk of the hands and swear- to defend the Constitution of the country and 
financial burden.. We have issued a go.od many bonds already, then vote for n. measure that it believes to be unconstitutional 
it · trney and authorized the issuance of more, but before I on the theory that perhaps the court will be more observant o! 
would paralyze business and oppress the people, as this new tax its duty and Us oath than the membership of this. House~ 
bill will do, I would authorize the issuance of still more long- Mr. BAER. Mr~ Speaker, will the gentleman yield? 
ti.mc bonds, and let the future generations pay the most o.f the Mr. VENABLE. In a rr.'Oment. Tbe duty is personal, an<.l the 
expense, because. they will get the mos.t of the benefit. oath is personal; and I contend that this enactment under the· 

1\lr. BANKHEAD~ Will the gentleman yield to me for a. ques- guise of exercising the taxing power of the United States is 
tiou? · simply another effort to exercise a power which the Federal 
:Mr~LANGLEY. I woulll. be llelightcd to yield to ~Y ola,.friend Government has ne-ver Ilad, which wus sought to ba- exercised 

rulll schoolmate if J bad the time: ~ . under the power of regulating commerce, and which has already 
l\!r. SJ}faker, I see that my ti~e 1 · nOOu.t up., and ~ I will · been declared unconstitutional by the courts.. 

have. to let these few r(IDlarks go m the RxcoBD and avail myself I do not care a baubee whether men believe in a written. con­
of" the ptivilcge gmuted me.to extend in the I_tEcOIID on ~his sub- stitution or not, whether tlley say that this Government was 
jec.t at a; l.ute.L dat ~ Permtt me: to suggest, m conclus10n, that wisely or unwisely founded. lVc- Ituve a written. Constitution 
there is still another :remedy f.or- the: situation, which, in my and c¥ery man in takin<>· bis oath tnkes fii~ oath tbat be will 
jndgment, is shortly to be applied by the people of. the country defend it and observe it."' 
themselves. Let the RepubUcan Party take charge Qf tlle affairs Now what is the act?. The act specifically provides that-
of this country. [Applause.] Unless I .greatly misinterpret the ' any mill. ea.nnexy, workshop. factory, or IruUlufactu:ring esta.blishmcnt 
temper of the American people they art growing weary of so sittt:tted in. the United Sta.te:s in. whicb children rmder the age or 1.4 
much theoretical,. schoolmaster go-vernment. [Applalnre.] They years have fieen employed or pe.rmitted to work, or children between 

· k cl ti d f th · h;.~'h th · · b · tllc ag"(! o!' 14 and 16 have been enml~ed o• permitted to work more are J.C • an re o e way m w J.llWL eu· ffi(}ney 18 emg than eigh.t hours in any day or mora fh.a.D sir days in any week. or after 
.recklessly scattered arormd, like autumn. leaves,. by the b-illions. the hour of 7 o''Clock post meridian, or oe:fore tile hom: of 6 o'clock ante 
They are longino- folr a r turn of the go.:od old days of Republi- meridian. durtng any portion of the taxable year. shall pay for each 
can management [ nplausc] · for more of. the old-time religion. taxable year, in addition to all other taxes imposed by law, an excise 

It' tax equivalent to 10 per cent of t1w entire net pr(}fits recei'voo or n.c-
~f the fatbe:r.s of t~~ Republic; for mor~ Americanism, .and less crucd f(}l: such yenr from tile sale or illsposition of the {)l:oduct of such 
clutsing of the chimerical will-o.'-the-wisp of. WG.rld democracy. ; mine, quarry, mill, eannery, w-orl>shop, t:aetory, or manUfacturing estab­
for tho reestablishment of the old, time.-honored doctrine of Iishment. 
protection to American industries and American labor. [Ap- The States. of the Union, when they fm:med the Union under 
plause .. ] And th~y are uemanding, too, that their boys be per- tile Constitution as has been decided in a thousand decisions, 
mltted to return home, so that they may enjoy their due share never gave to the National Government the so-called police 

1:of the era of happiness and prosperity that will come with Re- powers; the right to legislate on the safety, health, comfort, and 
publican rule and Republican legjslation. [ApplaT:ISc.J 1\1ay morals of the citizen. The :fotmders o:t this GoYernment in 
·the good Lord hasten the day. [Applause.] their wisdom wrote it in the Constitution tllat as: regards those 
i The. SPEA.KER pro temporeL The question · on agreeing to laws 'Whicll: affect men in their health, their comfortl their 
the conference report~ safety, and their morals, they shall be governed and ruled. if 
1 Mr. HENRY ' T. RAINEY. Mr. Speaker, I yield 15 minute~ you please, by men selected by them; by men who Uved unde:c 
(to the gentleman from :Mis issippi [Mr. V&~.d.Bl.E}. tl1c local conditions and tmderstood them.. Fearful of a con­
. 1\Ir. VENABLE. Mr. Speaker antl gentlemen of the IIouse, I centration of all these powers under one government, where 
':lm placed in a. ~ery peculiar attitude by virtue of what I coo- necessarily the only practical 'WUY was to govern them through 
sder a vicious practice of appending t~ unrelated bill· \alion btrreau. and bureau chiefs, it has been decided a thousand times 
matters of legislation that should be considered alone. In tlti:s by the Supreme Court .that the Kational .Govern.mcnt bas no 
bill as amended by the Senate- we find a ].:}rovision that if any police power. The Supreme Court has said that the commerce 
!factory illc the country emp-loys_ any child under 14 years of. clause of the Constitution shall not be used as a guise to filch 
~ge, or between the. ages of 14 and 15 employs children wbo away from the Stat · ]_lOwers which were ne\er granted by the 
Shall be wo1·ked over eight hours a day, or befol:e. 6. o'clock in States. Wilen. that effort fulled under tile taxing IHJ\\er it is 
the morning- or afte1· 7 o'clock in the ufternoon, that factory sougllt to clo tllc thing by indirec-tion "\Thich wa prohlbited by 
:shan be ta...~ed 10 per cent of its net profits:. I believe that tli1·ectiou. 
this- provision is unconstitutional. I t:emembcr that when I But wh11t is fue proYlsiott? I conten<l thnt on it \ery fnc.e 
became a l\lember of tlii House I, in company with you, beforjl it shows !t rs uncQrrstitutional; that on its face it is not an 
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exercise of the taxing power in good faith, but it is a subter­
fuge to exercise police powers that were never granted to the 
Federal Government. · 

1\Ir. L~<\.ZARO. l\fr. Speaker, will the gentleman yield right 
there? 

Mr. VENABLE. Yes, sir. 
Mr. LAZARO. As I understand the gentleman, he is opposed 

to legislation by riders? . 
Mr. VENABLE. Yes; and I am opposed to the exercise of 

police powers by the Federal Government, because no such 
powers were ever granted to it. 

Mr. LAZARO. What does the gentleman think of the " bone­
dry" amendment attached to this measure over there in. the 
Senate? 

Mr. VEXABLE. On the question of riders, I am opposed to 
riders on unrelated bills. 

Mr. LAZARO. I know; b\lt I am asking the gentleman what · 
·,loes he think about the "bone-dry" amendment attached to . 
this bill as a rider? . 

Mr. 'VENABLE. Inhere~tly I fa\or it on it merits, just as 
I fa,or a child-labor law on its merits. I am in favor of child­
labor regulation. 

Mr. GOODWIN of ~<\.rkan as. l\Ir. Speaker, will tt.c gentleman 
yield? . 

Mr. VE~ABLE. Pardon me. I haYe a certain amount of 
ground that I wish to cover, and when I shalllla\e covered it I 
ball be glad to yield if I have the time. 
Now·, what is this provision? It does not undertake to tax 

the products of child labor, but it. taxes the act ~f employment 
of children. It says you may employ as many· children as you 
please, unless you employ them under cer~n conditio:t;ts. It 
taxes not only the profits earned by the labor of the children, 
but it ·taxes the profits earned by the labor of the ad:ults also 
who are associated with the children in production. If it was 
an eff01i: to levy a tax. upon a product it would tax the product 
of the child labor. But it taxes not the product of child labor 
or the profits earned by child labor, but the profits earned by 
the entire establishment. It imposes the same tax w:hether the 
;violation ,is great or small. ~t says ~o the man who OJ?erates. a 
tactory, " If you work a ch~ld 3 mmutes be~ore 6 o clock m 
the morning I will tax you JUSt as much as if you worked a 
thousand children." 'Vould ~ revenue bill designed to get re-re-
m1e adopt such proYisions as that? . 

Mr. IGOE. Will the g~ntleman yield for a question? 
i . l\Ir. VENABLE. Yes. . 

l\Ir. IGOE. On the fundamental question as to the constitu­
tional rjght to enact this legislation, can the gentleman see any 
"Teat fundamental difference between this and the cotton legis­
h'ltion that we passed sometime ago? 

~Ir. VE:NABLE. 'Vhat was that'! 
~Ir. IGOE. The regulation of cotton contracts for future de­

livery grading of cotton, and so forth. 
l\Ir. 'VENABLE. I do not know. I '\Yas not in Co::1gres ·when 

you passed the cotton grading act. 
l\fr. WINGO. That proposed a specific tax. 
Mr. VENABLE. Yes; and in every one of these cases hereto­

fore xou hn.ve taxed a specific article of a specific kind. You 
may 'have u ed certain descriptive matter, as in the oleomar­
garine act, where you said oleomargarine which had an artificial 
coloring in it should be taxed, but you have always taxed the 
specific article, and I understand t~is is the first time where you 
ha\e undertaken to tax not an artrcle but an act. 

Mr. GOODWIN of Arkansas. Will the gentleman yield? 
Mr. VENABLE. Yes. 
l\fr. GOOD'WIN of Arkansas. The gentleman said ~nvhile 

fiO'O and said correctly, too, that the Supreme Court had de­
~W~d, possibly a thousand times, that the States did not surren­
det· their police powers to the Federal Go\ernment when the 
Federal Constitution was adopted. 

Mr. VENABLE. That is true. 
Mr. GOODWIN of Arkansas. That the States still hold such 

powers. 
l\Ir. VENABLE. The powers not granted to the Federal 

Gover;nment are reser-red to the States. 
Mr. · 'GOODWIN of Arkansas. Yes; and that such things as 

men'g habits ~nd the public health--
Mr. VENABLE. All the police powers are reserved to the 

States. · 
· M.r. GOODWIN of Arkansas. But the gentleman's position 

on the submission of the national prohibition amendment--
1\Ir. VENABLE. That involves no question of constitution­

ality, because the very Constitution itself provides a method 
for its amendment: That ·was · a case of amending the Consti­
tution, not of violating it: 

The people themselves in their Constitution inserted a pro­
:rision that they could adopt any amendment, wise Ol.' ~tJ!erwi_s~,. 

if the legislatures of a certain ·number of the States ratified it .. 
They could say, "We declare as a fundameqtal constitutional 
truth that the moon is made of green cheese" if they wanted to 
do so. I am not talking about the wisdom of amending the Con· 
stitution. I am talking about its violation and the exercise by 
this Congres~ of powers that were never given to it. 

Mr. EMERSON. Will the gentleman yield? 
Mr. VENABLE. Yes. 
The SPEAKER. The time of the gentleman has expirc<.l. 
Mr. VENABLE. l\Iay I ha\e five minutes more? 
1\Ir. HENRY T. RAil\TEY. I yield five minutes. 
1\Ir. VENABLE. I hope tl1e gentleman from Ohio will par<.lori 

me. I have not time to yield. What is the practical effect of 
such legislation? If you enter upon the business of taking the 
police powers away from the States under the guise of taxation, 
there is nothing in the world that you can not regulate in that 
way. You can completely socialize the entire Government in · 
a year. ·You can make a socialist State of this Go-rernment in· 
a term of Congress. Every object good in itself would have its 
supporters. We can conceiye that machinery should be 
guarded, and hence we could tax the products of all factorie~ 
where the machinery was unguarded, imposing a tax of lOQ 
per cent, and force the adoption of mechanical safeguards, and 
establishing at the same time a gigantic bureau to look afte1j 
that, having the people ruled by men they never selected, not 
answerable to them but appointed by a man a thousand miles 
away. In the same manner we could regulate the workipg 
of women. Yea, more than that, we could fix a minimum wage. 
scale, and say that unless the laborers in .field and factory re~ 

· ceived a certain minimum wage, the product of their labor. 
should be taxed at such a t·ate as practically to compel the pay.-. 
ment of the minimum wage. t 

1\Ir. LAZARO and 1\Ir. \V ALSH rose. ·( 
Mr. · VENABLE. I hope gentlemen will pardon me. I have 

not time to yield. The c objects may be good in themselves; 
but the people of the United States have said in their funda~· 
mental law that as far as these subject matters are concerned 
they propose to keep that part of the Government close to th~ 
people. The power to enact such laws is reserved to the people 
of the States, and has ne\er been granted the Federal Govern· 
ment. · · I 

\Ve propose to be ruled over-if you call it ruling-or sen·eu 
by men selected by us, by men answerable to us, by men who live 
in communities and know the conditions, by men who, if they; 
do not do right, are under your observation, while this proposal is 
that you h·ansfer all these reserved police powers to the Federal 
Government: that you regulate everything from Washington, 
with the result of the establishment of national bureaus, clotheu 
with discretionary powers, in order to adopt regulations suitable 
to varying local conditions, with the result that from \Vashington 
will issue edicts of bureaucrats not elected by the people, not 
answerable to the people, but appointed by another authority, 
with all the inherent expense and tyranny that i · nn tura11y, 
inherent in a bureaucratic go\ernment. 

:Mr. LAZARO. Will the gentleman yield? 
Mr. VENABLE. Yes. 
Mr. LAZARO. The gentleman stated that he wa in fa Yor of 

the Reed bone-dry amendment. 
1\fr. VENABLE. On its merits. 
Mr. LAZARO. Does the gentleman think that was don.c in u 

constitutional way in the District of Columbia 1 
1\fr. VENABLE. I think so; I think the trade in interstate 

commerce, as far as whisky is concerned, is sui generis. That 
is the principle of law decided by the Supreme Court of the 
United States. For years they have held that whisky is of such 
a character and nature that the ordinary property guaranties 
did not apply to it, and the power of legislation in it was practi­
cally plenary. 

1\fr. El\IERSON. Will the gentleman yield? 
1\fr. VENABLE. Yes. 
Mr. EMERSON. Why should we be held to the Constitution 

when tlle Supreme Court sometimes clmnges its, mind? 
1\fr. VENABLE. Because yol.1 swore to do it. 
Mr. EMERSON. And they also swore to do it. 
1\Ir. VENABLE. They try to 'do it. 
·Mr. EMERSON. The Supreme Court sometimes changes its 

mind on a constitutional question and sometimes diYides on a 
constitutional question. 

Mr. VENABLE. The gentleman can -.;-ote as his conscience 
tells him to and let them take .care of theirs. 

Mr. El\IERSON. That is what we do. 
Mr. VENABLE. If you differ with me, well and good; but 

as I understand your position it is that because we have a 
Supr.eme Court to pass on constitutional questions that relieves 
us of th~ obligation of doing it individually. · 

. 
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1\Ir. EMERSON. A former Member of this House, elected to 

the next Congress, decided that the espionage act ~as unconsti­
tutional and now he goes to jail. 

1\lr. VENABLE. That comes purely from the necessary oper­
ation of law. Having decided it wrongfully, he suffers the pen­
alty. He has my sympathy, although I admire his honesty if he 
.was honest. But a man can not come here, if there still remains 
in this Congress a belief in Deity, and in\oke the Deity to with­
draw from him all His blesSings if he fails to defend and obser\e 
:the Constitution as against all enemies and shift that personal 
responsibility because there happens to be a judicial h·ibunal 
before whom the question can be eventually brought. [Ap­
plause.] 

1\Ir. HEJ..~RY T. RAINEY. Mr. Speaker, I yield five minutes 
:to the gentleman from Ohio [l\lr. GARn]. 
, l\lr. GARD. 1\ir. Speaker, " ·hen the resume of this bill of 
private assessment shall have been finQ.lly determined, in my 
mind there will one thing be considered as establishing a great 
forward step by the American people, and that is the enactment 
in it of a proper child-labor la\Y, because I believe implicitly 
as a permanent go\ernmental principle that of ~hich the gentle­
man frQm l\lississippi [l\lr. VENABLE] complains. The language 
~n -this amendment provides that a child of temler :rears shall 
not work in a mine or quarry, or shall not \York in a public 
cannery or workshop or factory; anti that is deterrent to one 
~vho deliberately assault· public life-because that is what it 
1s, it is an assault on the public life-when he t.leliberately seeks 
to exploit the labor of children and to distort anu ruin their 
lives. 

I agree in general with what the gentleman from Mississippi 
said about legislation by riders, but this is a matter of proper 
legislation by rider. But Yery recently the Supreme Court of 
the United States passed upon a separate bill in the case of 
\Hammer against Dagenhart, the cuse inYolYing the application 
of child labor in so far as it probibiteu the tf"ans110rtation in 
§.nterstate commerce of goods made by cbil<l labor. 
, This separate measure which was constrnetl by the Supreme 
.Court was presented to this House, if I recall correctly, by the 
gentleman from Colorauo [Mr. KEATING]. It was <leclarcll to 
be tmconstitutional by the Supreme Court of the United States, 
so that now we face not a question of unconstitutionality, but we 
'!ace, as the gentleman from Mis issippi [l\Ir. V.KKABLE] says, 
the question of \oting as our con-·cience.· demand. As we face 
the world, we are to yote no\Y not on the question of what the 
~upreme Court will say, because the C011gre s llas the right to 
. enact this legislation, but we Yote as our consciences <lictate, 
nnd my conscience dictates that I Yote for the sal\ation of 
~erican childhood. [Applause.] 
i There has never been a stronger .· tatement rnaue in a judi­
cial <lecision than that made by Mr. Justice Holmes in hi. 
minority opinion in the case already cite<l, wherein he said that 
~·the public policy of the United States is shaped with a view to 
the benefit of the Katiou as a-whole." There is an enunciation 
from the highest court of the land that the United States is a 
1Union of States, and that the benefit of the Nation is for its 
)Jenefit as a \\·hole. In the same opinion be says: 
I But if there is any matter upon which civilized countries ha>c 
agreed, it is the evil of premature and excessive child labor. 
·. The gentleman from 1\Iississippi-.-

Mr. VENABLE. Mr. Speaker, I am sure the gentleman from 
'Ohio does not want to convey the idea that I had one thing in 
mind when I had another. I referred to the conscience of a 
:Member as to his conclusion on the constitutionality of this 
matter, and not to the merits of child labor. We all agree that 
it is an outrageous wrong to abuse the child in a factory, but 
it is simply a question of how the matter shall be regulated, and 
the power of Congress to do it. On the merits of the proposition 
the gentleman and I are in full accord. 

Mr. GARD. Mr. Speaker, I am very glad that the gentleman 
is in full accord with me on the great subject of child labor, 
and I am sure that he must be in full accord with me upon .that 
which is presented in this bill, because there is absolutely no 
question here but that the legislation which is being enacted in 
this revenue bill is entirely within the power of this legislative 
body to enact. When it is said, as it is in this provision, that 
the greatest eyil to civilized countries is the evil of premature 
nnd excessiYe child labor, then I say t),lat this form of legisla­
tion-proper as it is-is responsive to the demands of humanity, 
and builds through strong men and women of the future for the 
security of our great Republic. 

The SPEAKER. The time of the gentleman from Ohio has 
expired . . 

By unanimous consent, Mr. GAr.D was given leaye to extend 
his remarks in the RECORD. 

:Mr. ~RY T. RAI~'EY. Mr. Speaker, I yield 15 minutes to 
the gentleman from Missis ippi [Mr. HuMPirnEYs]. · 

1'\Ir. HUMPHREYS. :Mr. Speaker, the gentleman· from Ohio 
[:Mr. G..!.RD], although seeming to read from the opinion "of the 
highest court in the land," did not, as a matter of fact, read 
from the opinion of that court. He read from the dissenting 
opinion of a justice sitting upon the bench of the Supreme 
Court, which opinion the court, in the very case at bar, de­
clared was not tbe opinion of the highest court in the land. 
It ~as the opinion of a Yery able lawyer, but it is not the 
opinion of the Supreme Court. 

l\Ir. GOODWIN of Arkansas. Mr. Speaker, the gentleman 
means to say that that ~as a dissenting opinion by Mr. Justice 
Holmes? 

l\fr. HUMPHREYS. The dissenting opinion by Mr. Justice 
Holmes. A gentleman on the Democratic side of the House· a 
few moments ago asked a question of my colleague who was 
addressing the House as to the "fundamental principle" in the 
cotton-exchange tax, which brings a thought to my mind. I 
belieye it is in order under the rules still to refer to the Demo­
cratic platform. The Democratic Party has elected two men 
to the Presidency within the past sixty-odd years, and only, 
two. Ench of those men was elected on a platform which con­
tained this tleclaratiou-aud I took those declarations so se­
riously mH1 quoted them so frequently that it is not necessarY. 
for me to refet· to the text. I can quote them from memory, 
for I remember it yery well. That declaration is that "it is a 
fundarnental1winciple of the Democmtic Party "-not a passing 
fancy, mark you, not a paramount issue, not "molasses to 
catch flies." but-

It is a fundamental principle of the Democratic Party that the Fed­
eral Go>ernrnent has no constitutional power. to levy taxes, except for 
the purposf' of revenue only. 

Upon that platform a fe\\" years ngo we nominated l\Ir. \Vood· 
row Wilson for President of the United States, and in accepting 
the nomination, speaking to this r,arHculat· plank, he used this 
lnuguage: 

Our own clear conviction, ns DemocL·ats, is that in the last analysis 
tbe only safe and legitimate object of tariff duties, as of taxes of every 
othN' kind, is to raise rc,·enuc for the support of the Government. 

l\lr. COOPEU of Wisconsin. l\Ir. Speaker, will the gentleman 
yield? . 

l\lr. HUMPHHEYS. ·wen, I shall submit, although I do not 
think this is a matter in which the ~entleman from \Visconsin 
is concerned. I was talking about a Democratic doctrine • 
[Laughter.] 

1\fr. COOPEH of Wisconsin. I 'n1n t just to ask one question; 
that is all. 

The SPEAKER. Does the gf'ntleman yiehl or not? 
l\Ir. HUl\IPHREYS. I yield. 
Mr. COOPER of Wisconsin. The gentleman says the only 

legitimate object of taxation is to raise revenue. 
:Mr. HUl\IPHREYS. That is what the gentleman who accepted 

the nomination for the Presidency on the Democratic ticket said .. 
1\Ir. COOPER of Wisconsin. The gentleman from Mississippi, 

of course, knows well that Congress Yoted a tax .of 10 per cent 
on State bank issues ostensibly to raise re>enue, but eYerybouy, 
knew it was for no such purpose. 

Mr. HUMPHREYS. It was not--
l\Ir. COOPER of Wisconsin. But that it was to extinguish 

the issues of State banks, and that \vas held to be constitutional 
by the Supreme Court of the United States. 

l\Ir. HUMPHREYS. It was not" n. safe or legitimate object" 
of taxation. Congress has the constitutional power to levy taxes 
on the issues of State banks, on oleomargarine, or white phos­
phorus matches, of course, and if all the children engaged iri 
labor in the United States were engaged in the manufacture of 
cravats Congress would ha>e t11e power to levy a tax on the 
manufacture of cra>ats so high that it would desti·oy the busi­
ness, but the Supreme Court has never gone beyond this and 
ne>er will go beyond it, that in levying taxes the Federal Gov­
ernment can not go beyond the scope of Federal authority to 
seek its object of taxation. It never has said more than that. 
Oh, we all know the case of McCulloch against Maryland, 
quoted so often in this House, but I will refer to that once.· 
more. It is the fundamental case on taxation and the power 
to tax. The opinion was delivered by John Marshall, perhaps 
the greatest judge who eYer presided oYer any court in all the 
history of the world, and in determining the power of taxation 
he said this : 

It may be objected to · this definition that the power of taxation is 
not confined to the people and property of a State. It may be exer­
cised upon every object brought within its jurisdiction. This is true. 
But to what source do we trace this right? 
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A -ow. listen to till : I wording itself, the opinion he gav-.e to W class and showed that 
.It is obviou.s that !it. is an_ln~dent of sover iJ:nty and i _coextensive as a lecturer upon -constihltionallaw at Princeton h1 judgment 

wtth that to which 1t ts an mctdent. All subiects over .wllieh the sov· · in this particular matter was entirely accurate and warranted· 
cre1gn vower .of n • 'tate extends are objects of taxation: but those 1l • • • • ~ .. • 
over whleb lt does not extend al'e., upon the soundest principle , ex- .ulr. DENISON. Wtll the gentleman ywld? · 
empt fi'Qm tuaUou. This -proposition may almost be nronounced self- l\1r. HmiPHllEJYS. I yield . 
.e-vident. 1\!r. DENISO.r . I was going to a k my frientl ft•om l\lis i ·-
N~w, i this a subject oYer which the scope of Federal au· sippi if the President, as a matter of fact, ~d not change bi 

thority extends? W.e do not have to speculate on that. The mind upon that que tion before the Supreme Com't made n 
.Supr€Dle Oourt a \e:J.·y short while ago, from the dissenting <lccision? 
()pinion in which case the gentleman from Ohio quoted, not from 'Mr. HUMPHllEYS. He did ; but tlle Supreme Court tllougbt 
the opinion of the court, said this: tbe opinion of the lecturer .Qn constitutional goTernment at 

We have neither auth-ority nor disposition to que tion the moti>es or Princeton was sounder than the opinion of the President of tb 
~fiifn:s c~~!~~~l ,~ft~ ~~}~~~~nat '-'i~rii 1 fa~~g~!e!nt~e:t~~ ~ut;~: United States subsequently expre sed. . 
sion of tb~ powers of the States. This court bas no more important Mr. IGOE. I wanted to n k the gentleman if he can d1 -
t~nction than that w~ch de-vol-ve upon it the obligatl<!n to preserve.in- tinguish between the power of Congress to regulate througb 
violate the <'on titutional limitations upon the .exerCJ.Se of authonty, the taxlno- power the cl€aling in futures and this? 
Federal and State., to the end thnt each may continue to discharge, bar- 0 

monious'ly with the ethel',- thE' duties intrusted to it by the Constitution. 1\fr. HUMPHREYS . . Yes; I can. I voted against the tax to 
In our vli>w the necessary dect of this act is, by means of a prohibl- regulate cotton futures. I voted against the tax on the white-

~f go~~~~e~,1~~Y~:t!~t1~tji~~!eo~0~~r~~ ~lil~~a.rJ fa0c~~f!~ phospho1·us matches. So "let the galled jade wince;_ our wither 
and minPB within tbe .Sta«>s, a purely Stab> authority. Thus the aet are nnwrung." I have not consciously voted durmg my long 
in ft tw~fold sen~ is s:epugnant to the Constitution. It not only tran· service in this House to ex:erci e tbe power of taxation except 
scends thP authonty (lelegated to Congress ov~ commerce but also ex- fol· the purpose of raising revenue 
erts a power as to a _purely local matter to which the Federal authority . : 
does not E-xtend. .. Now, what pm·pose have we m doing tllis? Not to raise 

1\Ir. KEATING. Will the gentleman yield there? · revenue. Nobody cla1ms that; and, if the gentleman from Mis· 
Mr. HUMPHREYS. I will. souri will bonor me with his attention, I will endeavor to diffet·· 
1\lt'. KEATING. I understood t11c gentleman to say that that .entiate tbi~ pending proposition from the bank-tax cast, the 

w-as from the dissenting opinion. oleomru·rnrrne tax, the cotton-exchange tax, and other similar 
1\Ir. HUMPHREYS. The gentleman misunderstood me. The -Ca8CS. No divinity hedges nbout bank notes, oleomargarine~ 

gentleman from Ohio [Mr. GARn] quoted from the dissenting pho~lwrous mat~es! and so forth. The~ ~re all clearly proper 
opinion, but announced that it _wa.s the opinion of " the highest subJects of taxation 1f t~e tax, in the op1ruon of Congress, will 
com·t in the land." I am reading from the opinion of the court. produce revenue wherewith to pay the debts .and provide for tho 

1\lr. KEA'l'ING. I misunderstood you. common defense and general welfare. They are all objects 
1\fr. HUMPHREYS. The court says what'? That this is within the scope of Federal sovereignty, and therefore subjects 

., purely a local matter to which tbe Federal authority does not for taxation, an_d the Supreme Court in passing upon tbe consti· 
extend:, and the Supreme Court says if the Federal authority tutionality of these laws re~used to inquire. into the legislative 
does not extend to it it is exempt from taxation. So says John purpose. They refused to hsten to the stories which were told 
Marshall in McCulloch again t Maryland. them to the effect that Congress had really levied those taxes 

And then there is another old case with which we are all for the uncon tltutional purpose of -destroying the enterprise 
familiar-the case of Gibbons against Ogden. In this the court taxed. 
said! These were all innocent-looking laws, every one of them pre· 

. Congress Is not empowered to tux for those purposes which are within ceded by the .declaration-untrue, to be :sure, but nevertheless 
the exclusive pr~vlnce of the State. there--" in order to }Jrovide revenue," and so forth, ·'-'Be it en .. 

This is not an open question any further. The court, in the acted,n and so forth. The court refused to believe or to listen to 
very recent child-labor decision, says that the regulation of the any gos ip debor.s the record that Congre s was -cheating, and 
bours of labot· is in the exclusive province of the State, and pointed in justification of their faith in a coordinate brancl1 
that Congress has no power to legislate for that purpose. The- of the Government to the law itself, and there it wns-0 spirit 
subject matter is not within the scope of Federal sovereignty, of Talle:rrand !-" Iu order to provide revenue," and so forth. 
a.nd McCulloch against Maryland says Congress can not levy But we are growing in grace; we are becoming frank; lYe 
a tax upon it because all such objects are exempt from taxation. have thrown -off dissimulati~n; we write now in the \el'Y fnce 

"'l'he purpose is in the exclusive province of the State, and of the law itself: u Tax ~n employment of child la.bor. 
therefore," says Gibbons against Ogden, "Congress is without Let me read it: 
pO\Yer to tax it." Now, 1 do not regard President Wilson as :a TITLE -x:u.--'l'AX ON EMPLOYMENT OF cniLD LAnon. 
great lawyer. Of course, I would not set 'his opinion np with 'SEc. 1200. That every person (other than a bona fide boys' or girl' 
the opinion of John !tlru:shall or witll the opinion of the Supreme canning club recognized by the ngrirult-ural department of a State and 
Coul·t of tlle uru·ted Stntnco, nn ,d yet h" 1·s, ~"' we all ,_"O"'', one of the United States~ operating (a.) any mine Pl' qu..'ll·ry ltuat <1 in 

u ==> «-'-'! "" ......, lU.l .. · the United Stutes in which children under the age of lG year run'e 
of the foremost men of all the world, one -of the world's great been employed or p~>rmitted to work during :my portion of the taxable 
state men, and he was for mlllly years a lecturer on constitu- ~E>f:~u 0~m~llJt ~~lu~2f· inca~::r~nl'1~:ikm,~~es~~0~wJ; =~:fJ 
tional law in one of tl1e great unive1·sities of this country. I the age of 14 years bave been employed or permitted to work, or chU· 
quote from a lecture which he ba.bitually -delivered and which dren between the agPs of 14 and ltl have been .e:mplored or permitted to 
was sub tl bl' h d · hi b .,~ t·~--o~t-: nal work more than eight hours in any day or more than slx uny in any · · sequen Y P.U IS e In s oon. <m -cons JHLLtO gov- w-e(>k. or after the hour .of 7 o'clo.ck post meridian, or before the hom· 
crnment. I quote f-rom .his lecture on that subject. of 6 o'elock ante meridian, during anr. portion ot the taxable year 

Referring to that clause of the -constitution whlch confers shnll pay for eaeh taxable y-ea1·. ln uddttion to all ot:b r taxes impo c.d 
1,n C 4-t-. 'nohf; t .1 t tb by ia.w, 1ll1 'CXcisc tax equivalent to 10 ;per cent of the entire net profit. "'"'*'ou ongress Llle rJg.u. o regtuR e commerce among e scv- received or a~.crued for uch !"ear from the sale or dispo ition of tb . 
eral tates, ltc says: product of such mine. quarry, mill, cannery. workshop, f..'\.ctory. or 

It power i u to Ngolat commerce between the States," and the manufacturing .·tablishment. 
attempts now made .during c• ry session of Congress ro carry tbc im- There it stands in all its nukcdne · , IJoldJy refusing to bide 
Jllicntions of that power beyond the uhnost bound:u:res of reasonable and l'ts shame or it unlawful purpose. No J.n.= a. pel on"tre thllll a 
'honei't inference sbow that tl1c only limits :Likely to be cbscrved by -=., "~ 
politi-cians .arc tbosc set by the good sense and conservative tempex of member of tbc Cabinet only a few year ago in almo. t a pa ion 
the country. ' -" · di ti d cia ed th' il ·til tit " · st'tut' Tbc propo ed Federal legislation witl1 rego.rd to tho regulation -or · 0~ ~ gun on e .r, 011 \ .00.1 a _was a PIO 

1 1011 

clillu labor illfords a. sn·iking exampl~. If the power to !l'e.,.ulate co-m- · of the taxing powet:. Yet he.Ic 1t lS to look the Suln>eme Court 
.mercc between tbe ~'tate can bo stretcbro to include tile r~latlon ;of . straight in tbe eyes, neither 'hone t nor legitimat :• accor<ling 
labor in_ mill ~<l :factor_ics, it can be made to embrace every particular to the President y.et im_pudcntlv a ociatln!J' with all the other 
~t tlll:' u1{lu tnal orgruuzatlon n.nd .a.ctlon of the country. 'J.'Ile only ' • . • o • , 
limitatiQns Cong~·e~ 1Yonltl ob rv-e, should the Supreme court •. ent to . tatutcs of the r alm and brazenly clrumrng the 1·1ght of equal1ty 

oe!J o0~vlou ly ~b ·m·cl ,extr agatlcies of int&-pretation, '"o11ld be the in the ·ociety of these other lawfully begotten children of our 
limitations of oplnlon ~nd of cil·cumstan<:e. · t>1·ain. '\Yhen the court is told now of tllis unwarranted attempt 

That .iJ '\Vllat 'VoOO.t·o"· 'Vilson said a · a Icctm·('r on con. titu- by Co11grcss to usurp tlle power of the Stntes they can not 
tionall.aw t.Q his classes at Princeton. ehoo c but llea.r! 

Mr. LOXDON. Will the gentleman yield? Can Conoo:ress lay a ta........: on all mart'ia.gc ceremonies wbicll are 
Mr. HUMPHREY-S. For a question. performed by a Christian ministe:r1 Can ·Congre tax: tlw _prod-
Mr. LONDON. Docs the gentleman mean to imply that Pr·esl- ucts .of the farm, the factory, .or the mine in all States 'v.lliclt 

dent Wilson hn not learned anything since he-xn'()te that? do not grant suffrage to women or which prescribe n pmperty 
1\fr. HUl\JPllllEYS. Of.com·se., I haYeno doubt he bas learned or educational qualification for the Yoter? Can we tax all 

n .great deal. He llft. · learned this-:-that the matter lms gone to cotton wbere the farmer permits his hired hands to go to the 
the Supreme Court of tl1c United States anll the issue -squarely field before 7 o'clock in the morning or rcmnin after 5 iu the. 
presented, antl that the 'upretue Court tracked, almost to the afternoon? And lf not, -why not? The only reason which can 
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be assigned against it is that these subjects are not within the tleman from North Carolina [Mr. KITCHIN] [applause]; and I 
·cope of Federal power. The Supreme Court has in this very would be remiss in what I conceive to be my duty if I did not 

latest volume of its printed reports most solemnly and unequiyo- say of the gentleman from ::\lichigan [l\lr. FonDNEY], the ranking 
cally declared that the employment of child labor is not within minority member on the committee, that absolute lack of par­
the scope of Federal sovereignty, and yet it is proposed to tax: tisanship, a high sense of <luty, a uevotion to high -ideals, and 
n. If this is constih1tional, so would the other be. No wonder patriotism of the highest order h:we characterized throughout 
the court declared: these discussions the efforts of the gentleman from Michigan 

That if Congress can thus regulate matters entrusted to local au- [applause], who, I presume, "ill soon be assigned by the present 
tbority • • • all the powers of the States over local matters minority in this House, soon to become the majority, to a mora 
may be eliminated, and thus our system of Goyernm~nt be practically important position than he even now occupies. [Applause.] 
<lestroye<l. And I will sny of the conferees on both sides, and of the 

Why should we at this particular time flagrantly violate the members of the Ways and 1\feans Committee, both Republicans 
Constitution of the United States? What will it lead to? and Democrats, that throughout the strenuous labors, extend-

The SPEAKER. The time of the gentleman from Mi ·sis ippi ing over almost a. year of time, which haYe characterized their 
has expired. efforts in the preparation of this bill and in its passage through 

Mr. HUMPHREYS. Can I haYe fiye tliinutes more? this Hou e, and in its final passage to-dny, partisanship has 
Mr. HE~TRY T. HAJ:NEY. I will yield the . gentleman fiyc been forgotten, and only patriotism and a high sense of duty, 

minutes. haye p1·eyailed throughout. Antl I "·ant to say of these two 
The SPEAKER The gentleman is rccoguize<l for five min- young gentlemen, who under the rules of this House are per-

utes more. mitted to be here on the floor to-day, :Mr. John E. 'Valker, clerk 
l\lr. HUMPHREYS. Where are you going? This is not the of the Committee on Wars rrnd Means [applause], and Mr. 

opinion of a debater in the heat of debate. This is the deliberate Middleton Beaman [applau ·e), the bill-drafting expert fur­
opinion of the Supreme Court. Where do you think we are nished to the Congress by C-olumbia University-and we pay, 
going if you do this? I read from the child-labor decision: none of his compensation-! want to say of them that at the 

The far-reaching result of upholtling the act can not be more plainly present time they know more about the tariffs and the taxes 
indicated than by pointing out that if Congress can thus regulate mat- imposed and to be imposetl by this Congress, and more about the 
ters intrusted to local authority by prohibition of the movement of ·ff ., tl t · 1 b th t• th th 
commodities in interstate commerce all freedom of commerce will be at tart s nnu · le axes lmpo ·e< Y o er na IOns, · an any o er 
an cn<l and the powers of the States over local matters may be eliml- two men in all the world. [Applause.] 
nated, and thus our system of go>ernment be practically destroye<1. Ft;Tt:UE TAxr.·o BILLS. 

'Vhat is it that makes the heads of the chancellories of all In the brief time in which I shall addre s the House I want 
Europe· rest uneasily on their pillows to-night? What is it that to discuss not so much this bill as future bills, because I antici­
inspires with fear the liberty-loving peoples of the earth wbo pate that, during the life of the Congress so soon to commence, 
believe in a government to protect life, liberty, and property? the same nonpartisan characteristics will prevail as have pre­
\Vhat is it that makes them look to the future now with anxiety? vailed during this Congt·es. in the imc>paralion of taxing bills. 
It is because on the horizon we sec the ugly visage of bolshe- ''e all of us know that there must be a reYision of the tariff; 
vism rising. To do what? To overturn orderly government in we know it must come in the immediate future; and we know 
the world. IImv can we in this country-! ask you seriously- that when the readjustment of nations occurs tariff readjust­
how can we in this country expect against this menace of bol- ments here will be neces arr. Our own bill, drawn principally, 
sheYism to maintain our system of government under the law to meet German competitio'n, is no longer tenable; and we know 
and under the Constitution if we here now, in response to some there must be other an<l different methods adopted for collecting 
imaginative clamor coming up from the people, do what the intemal revenue. The time has passed in the history of t~s 
Supreme Court of the United States says we will do-take the country when taxes can be concealed, when people can be per­
last step toward the destruction of our system of government? suaded t.hat they arc not paying taxes, when t.a.xes collected at 

It does occm· to me, Mr. Speaker, that in these times those of our ports and excise taxes are sufficient to run this great Gov­
us who loye orderly goverlllllent ought to be clasping the Con- ernment. From now on th.rougli the future years, as long as 
stitution to our hearts tighter than ever before, and in view nny _man now li"ving lives, we must collect from systems of in­
of the storm that is threatening us to-day to cling to it as we ternal taxation alone every year three or four times as much 
.would to the Rock of Ages. Under our Constitution thi. · GoYern- as \YC collected. from all sources un<ler the old system which 
ment has grO\Yn, as uo other country has grown, in physical was possible and which preYailed prior to the great war. 
power and in righteousness. 'Ve have sent our boys abroad to THis BILr ... WILL BE CRiTICIZED. 
spread the beneficent light of our stars throughout the world, 
that those who love liberty and seek it may tin<l a way. They Tllc lJill \Te are just sending out will meet \vith most violent 
have done well; and when tltey arc returned I for one \Yant to criticism. It levies an enormous burden of taxation, and as the 
he able to look them squarely in the face and .~ay to them, "1\Iy months pass we will begin to understand that it le\ies it in a 
boys, I could not go with you to France and make the sacrifice on manner to a yery large degree illogical; but we have been com­
the battle field to preserve Ol;lr system of government. I re- pelled to build upon the foundations already existing in drafting 
mained here in the place of high responsibility to which rou a.p- these wa1· measures. TVe hm·e been compelled to develop the 

B u. d 1 Civil War method of levying taxes. 'Ve have been compelled to 
pointed me. ut while you fought an conquere am won peace study and to apply to om· own conditions methods of levyin..,. 
oYer there, I also kept the faith." [Applause.] b 

The SPEAKER. The time of the gentleman from ~lissis- taxes adopted in the warring nations; and in obedience to . the 
sippi llas again expired. _ clamor throughout the cotmtry we have been compelled to reduce 

1\Ir. DICKINSON. Mr. Speaker, r ask unanimous con ·ent to this bill below the amount it carried when it left this House. 
extend my remarks. _ We know now that at the conclusion of the present fiscal year 

The SPEAKER. The gentleman from l\lissouri asks unani- we will have expended during the rear for the purpose of carry-
mons consent to extend his remarks. Is there objection? ing on this great Government the enormous sum of $19,000.· 

000,000, and we know now that we will be able to get through 
There was no objection. this fiscal rear with one more bond issue. I agree with the Mr. HENRY T. RAINEY ro ·e. "' 
Mr. MOORE · of Pennsylnmia. :Mr. Speaker, will the gentle- gentleman from North Carolina . [1\Ir. KrTcrrr~] in his conclu­

sion that next year-during the fiscal year ending June 30. 
man from illinois yield? 192Q-it will be necessary for us to raise in some \Vay at least 

Mr. HE~TRY T. RAINEY. Yes. $10,000,000,000. Whether we shall be required to raise and to 
Mr. MOORE of Pennsylvania. Will there be nny further expend more than that amount during the fiscal ~·ear ending in 

speeches on the gentleman's side? June, 1920, will depend upon how long this House and the Sen-
1\lr. HEll-TRY T. RAINEY. No. ate remain in session this summer. . · 
Mr. MOORE of PennsylYania. This will be the last? If the House and Senate remain in session, eyen $10,000, .. 
Mr. HENRY T. RAINEY. Yes. . I shall conclude the argu- OOO,OOO will not pay the bill,_ because we are compelled to 

ment. I wish to be recognized for 15 minutes, Mr. Speaker. admit-some of us-that wh~n it comes to expenditures of money 
The SPEAKER. The gentleman from Illinois is recognized 

for 15 minutes. and to demands on the Treasury of the United. States, this House 
1\lr. HE...l\TRY T. RAINEY. 1\lr. Speaker, in concluding the de- and the other branch also lulW' almost .failed to f\.lDction. 

hate on this the greatest revenue bill in the history of nations, MUST nEn;:;E nuLEs . . 
I desire at the outset to pay my tribute to the gentleman whose First of all, we need a revision of the methods of procedure 
name it will bear. in this House, some kiml of a budget committee with some 

Unswerving honesty, uninfluenced br fulsome flattery or by powers· assigned it, some rules wllich will prevent amendments 
-virulent criticism, ability of a. high order, with energy and the from the floor for reasons purely sentimental wltich take out 
llardest kind of work, baYe characterized the efforts of the g-en- _ of the Treasury large sums of money and distribute them among 
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large numbers of people. We shall be compelled to meet this 
condition of affairs in tho near future by revising the rules of 
this House. And I want to say to the Republicans that when 
they present n logical method of revising the rules, and the 
changed conditions make it necessary, they will find SOffi'C of 
u on tlus side, including myself, supporting them most enthu­
s:ia. tically and to the ...-ery best of onr ability. [Applause.] 

TllnEll Rl -os OF I~TElt~.A.L-RE\E"NtTE TAXES. 

I ·would like to sec, so far as I am concerned, just three 
kinds of internnl-r venue taxes levied in this country. I would 
like to see taxes ou individual income , I would like to see taxes 
on cctates, and I would like to see excise taxes levied upon 
tobacco. That is :ill. 

We must arrive at some system of levying taxes in this 
country of which the people can not complain that all are not 
being treated alike. An income tax answers that sort of con­
dition. An income ~x is f~r ; nobouy can be heard to com­
plain. It is graduated all the way up. 

!.' it Rot wrong from an economic standpoint to tax industry? 
Taxing an industry is like hanging weights on the wheels of 
some great, powerful, but easily disturbed machine. We can 
tax the incomes from industry after they. reach individuals. 
These industries we are hampering with taxes do not belong 
to the men who operate them; they belong to the 100,000,000 
people who live here in the United States. The men who 
operate and control them are only the trustees who have charge 
of them. It is an awful thing to injure industries with taxes. 

The SPEAKER. The time of the gentleman from lllinois has 
C},.-pired, and all time has expired. 

1\fr. MANN. Mr. Speaker, I ask unanimous consent that the 
gentleman from Illinois have more time. 

The SPEAKER. Is there objection? 
There was no objection. 
Mr. HENRY T. RAINEY. 'Ve preserve in this bill the~e 

three methods of levying taxes. The estate tax as the years 
pass will be apparently more and more necessary. We have at 
the present time in the United States I do not know how many 
millionaires, developed by this war. ·when the war started we 
had 7,000, the next year we had 10,600, and the next year 
17,085. If that ratio of progress, which of course has not been 
kept up since we commenced to levy taxes, if that ratio continued 
we would have 60,000 at the present time. 

It is safe to say, without any expectation of successful contra­
diction, that at the present time we have in the United States 
30,000 millionaire , 22,000 of whom have been created by this 
war. These increased estates must be taken care of in some way. 
We must di tribute them by estate taxes upon the death of the 
per ons wh,o now control them. Some days ago I c timatcd that 
we have at the present time 25,000 millionaires in the United 
States. I have reason to believe that estimate was much too 
6mal1. 

It is an easy matte-1' to distribute e~tate:; by Uus method of 
UL.xiug them; I {10 not care whether it i ·don by the States or by 
th(: National Government. I know the States will not do it 
unle the National Go-vernment doe do it. 'l'hey have been try­
ing,. orne of them, to levy tax s em inheritances or upon estates 
for over 100 years and have accomplished practically nothing in 
that direction. I would like to see at some time in the future a 
tax ·Ievied by the National Government upon estates, a high tax:, 
gl'aduated, highest upon the greatest .estates providing for 
credits of the amounts levied by the va.rious States. In that 
way we will be able to distribute lar~e portions of these large 
c ·tates at the death of the per ·ons who control them. If we do 
not do it at their <.1e tb, we 'rul find mobs in thi country insist­
ing ou doing it while they live. [Applause.] 

Oun COliPLIC.i.TED TAXI "G SYSTEM. 

'I he nurucrou page of this great revenue bill contain ltun­
urell:~ of car ·fnlly drawn but technical and complicated para­
~raphs. In our efforts to conceal taxes and make it apparently 
ea: ie1' to pay tllem, we have inserted parag1·aphs relating to 
amortization, depletion, deduction , normal taxes, flat rate. , war 
profits, cxce ~ profits, e ·ta tc taxe , excise taxes, speciUl taxes, 
. ncl otJ1er complicated and technical paragraph · on other suiJ­
je t.. Under the sy tern I propose our method can be simplified 
so that taxpayers will not be compelled to employ experts in 
onl<'r to rna ke out their schedules_ 

HOW 0 -n , ' L TJ-~ ~I BUllDE~' D SINE S. 

In llii.' uill and in all the bills we ha-ve pa~ ·ed w impose 1Jur­
<1eu. ·orne tuxes upon the transaction of busines ·. 'Ve tax uomls, 
we tax al the original i sues of capital_ stock, capital-stock 
sales sales of produce on exchange , drafts or checks payable 
not on demand, deeds of conn•yance, power of attorney, pa s!lge 
titkct 0 to Callilda and :.Hcxico, vro:s:ies for voting at meetings of 

corporate stockholders, parcel-post packages. In fact, there 
does not seem to be any of the ordinary methods of transactin .. 
business which have escaped. 0

• 

OUR- ILLOGICAL METHODS OF ,l.E\.YIXG T.l. CES. 

In this bill we levy a tax on women hose which co rt more 
than $2, while a silk dress may be bought by a millionaire'. 
wife for $1,000 and escape taxes. We tax men· shirt. whiclt 
cost over $3, women's hats which cost more till n $15, fans 
which cost more than '1, shoes which cost more than $10 men's 
and boys' caps which cost more than S2 umbrellas whictt cost 
more than $4-all upon the theory that they are luxmi.e ._ But 
if we tax these articles upon the theory that they arc luxuries 
upon what •theory do we tax medicines, pills, and tablet. whe~ 
sold by or for a dealer? Are they luxuries? 'Ve tax tooth 
pastes, perfumes, toilet waters, and hair dyes. Do we do that 
upon the theory that they arc luxuries? Why should we tax 
articles that are sold in a drug store an<l not tax articles t11at 
are sold in a grocery store? Upon what theory can we ta:x: 
automobiles? Are they luxuries? They arc considered neccs i· 
ties at the pre ent time in the rru·al sections as well as in the 
cities. · 

We propose, however, to take all the so-called luxury taxes 
out of this bill as soon as it becomes a law by pa ·ino· through 
the Congress a joint resolution-a long step in the di~ection of 
the system I am advocating. 

A METHOD Oll' SIMPLIE'YING TAXES. 1 
I propose hereafter to advocate individnnl income taxes to the 

very best of my ability, an income-tax system which contem· 
plates taking the taxes entire1y off industrial organizations and 
off all the· instruments used for the transaction of business a 
system which will preserve intact the business of the country 
and which will reach the incomes of individuals only. There 
are c,asy methods by which we can compel corporations to dis· 
tribute, when they do not properly distribute, earnings. and 
when the money reaches the bank accounts of individuals .. the 
Government can then reach out and take any amount of it 
that may be. necessary, without interfel'ing with business and 
\vithout interfering with the wages of labor. As a matter ot 
fact, the amount of taxes we will obtain in this bill from any, 
uther source than the sources I have mentioned i almost negu. 
gible. According to our estimates we will obtain during the 
next fiscal .year from taxes on incomes, including indi-vidual and 
corporate incomes, $4,762,000,000. We will obtain from taxes 
on cigars and tobaccos $250,00C,OOO and from taxes ou c tates 
$115,000,0 0. making a. total of $5,127,000,000. This leaves a 
balance of less than $1,000,000,000 which we obtain from ·fue 
oppres iYc methods of burdening bnsine and in lw try which I 
haYe been di ·cu sing. 

.A. COMMODITIES S.\LES T ,\X. 

A very small tax, indeed, on sales, to be paid ltheT by the 
vendor or the vendee, would yield an immen c sum of money. 
From a tux of this character we could exclude foods and medi­
cines and tax eyery other tt·nnsaction. There coul<l be no com­
plaint with reference to this tax that some per on ° were bein~ 
unfairly discriminated against. It would not b ar l1eaviel' upott 
one business than another business. A very ligllt tax indeed, 
varying, of course, with the amount of the ~ale , could he lcvic!ll 
whicil would produce a billion dollaes. A tn:\: of thi chnmcter 
could be expanded indefinitely. 

MOREl STIOULD PAY T-'>XES. 

In 191G out of the 110,000,000 pcopl Jiving th n within tho 
boundaries of continental United Stat : Ot:!ly 437, 3G paid in­
come taxes to the National Government. Ior th.m that will 
pay this year, but not many more. A citizen who <lo~s not con­
tribute something, no matter how small, toward th supp rt of 
the National Government does not develop thnt inter ·t in th 
affairs of U1e Government which make of him th 1 t citizen. 
The income-tax exemption· ought to be lowered t a t> int wber<~ 
it is profitable to collect, an<l of course ougllt to u as: c. ll :lll<l 
graduated with reference to the ability of the person.· ta_:~ c<l 
to pay . 

\Vbenever the amount coll cteu is not maletially larger than 
the amount expenueti in the coli ·tioo of it. it i: not advisable 
to collect. Our exemption · can oo materially lowered, anu we 
can obtain in that wny in mall amount ' n trem ntlous revcnm•, 
and 'Yo can· add sow million·· of taxpuscr · t Ute yery small 
number who now pay taxes, anu in that wn~· n- ·an increa.·c 
th numb r of ~toc:kbolder. in thi: ~:rent ·o,·emm<'nt of our:­
who will be interested in its affairs nnll anxiou for tho succ ·. 
of our form of Government. .At the pr nt tim we ha\c le:;~~ 
than GOO,OOO stockholders iu the euterprJ ·c of carTying on this 
great Gon~rnment. 
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OUR I~CREASl!'G NATlOXAL EXPENDITuRES. 

It is going to take more money than ever to provide for th~ 
neces ities of the National Government. If we supply a reason­
able sinh.~ng fund with which to retil·e our bonded indebtedness, 
the tax for that purpose, together mth the interest on our bonded 
indebtedness, will oon mean au annual expenditure of $1,-
000,(){)(),000-nearly twice the amount of our entire national 
expen<litures a few years ago--and there must be added to this 
'\"ery large am{)unt all the expense of conducting this Govern­
ment, inclnuing the expenses of our Army and Navy and any 
public impro>ements Congre s may authorize. 

:b'or the next 25 years we can not e::\.'J)ect a national annual ex­
pend.itme much les than $4,000,000,000, and ·we may as well 
get rea<ly for it with a logical taring system. ·we can not expect 
much r·e•enue at our ports. As compared mth our b·emendous 
national expenditures, the re>enue we can get at our ports will 
be almost negUgible. The system which appeals to me on ac­
count of its simplicit~·. and the system we ought to speedily de­
velop, ought to include only individual taxes, ex:ci e taxes on 
tobaccos, estate taxe. , and the amount we can get at our ports 
out of taxes levied for re\enue only. Whene\er we release 
bu. iness from the burdens we ha>e been placing upon it and 
establish the \ery simple system -wllich I ha\e suggested, we 
can .enter upon an era of prosperity unparalleled in the history 
of nations, and we will be able to retaJn the position in the sun 
which by right belongs to us through the centuries to come. 
[Applause.] 

Mr. VENABLE. 1\Ir. Speaker--
T11c SPEAKER. For what purpose does the gentleman rise? 
1\Ir. VENABLE. I rise to make a motion t{) recommit. 
The SPEAKER. The Clerk will report it. 
The Clerk read as follow : 
Motion to recommit by Mr. VE~ABLE: "I move to recommit the con­

ference report to the committe-e of conference with instructions to the 
managers on the part of the House to disagree to Senate amendment 
No. 54Gr and that they further insist on the disagreement of the House 
thereto.' . 

~Ir. KITCHIN. On that, l\lr. Speaker, and on the conference 
r port I demand the previous question. 

The previous question was ordered. 
The question \\as taken; and on a <liYi ion ( uemanded by Mr. 

HUMPHREYS) there were 15 ares and 171 noe . 
So the motion to recommit was lost. 
The SPEAKER. The question now is on agreeing to the con-

ference report. 
Mr. KITCHIN und :Mr. GARNER a ·ked for the yeas und nays. 
The J-eas and nays were ordered. 
The question was taken ; and there '"ere--yeas 312, nays 11, 

an. wered " pre. ent " 13, not voting 93, as follows: 

Alexander 
Anderson 
Anthony 
Ashbrook 
A swell 
Austin 
Ayres 
Racr 
l~ankbead 
Barkley 
Harnhart 
Henkes 
Bell 
He blin 
Black 
Bland, \·a. 
JUan ton 
Bowers 
Brand 
nrodbcck 
Hro;,·ne 
Hrowning 
Bnmett 
Burroughs 
Butler 
Hyrne , S.C. 
n;rrns, Tenn. 
Caldwell 
Campbell, Kans. 
"ampbell, Pa. 
.,andler, :\lis ·. 

Cannon 
C'a ntl'ill 
Caraway 
carter, :\{a s. 
Carter. Okla. 
Chandler, Okla. 
Clark, Pa. 
Cla.·son 
Cleary 
Collier 
'onnally, Tex. 

<'ounelly. Kans. 
Coopc>r, Ohio 
Cooper, W .. Va. 
Coop1!r. Wis. 

YE.AS-312. 
Copley 
Cramton 
Cril'p 
Crosser 
Currie, :!\Iicb. 
Curry, Cal. 
Dale 
Dallingcr 
Darrow 
_Davis 
Decker 
Demp ey 
Denison 
Denton 
Dewalt 
Dickin on 
Dill 
Dillon 
Dixon 
Dominick 
Dooling 
Doolittle 
Dough ton 
Dowell 
Dunn 
Dupre 
Eagan 
Eagle 
~monds 
Elliot t 
Ellsworth 
Elston 
Esch 
Fairchild, B. L. 
Fairchild, G. W. 
Fairfield 
Far'l' 
Ferris 
Fields 
Fisher 
Flood 
Focht 
Fordn y 
Fo s 
Foster 
F'l:eeman 

French 
Fuller, Ill. 
Gancly 
Gat·d 
Garland 
Garner 
Garrett, Tenn. 
Garrett, Tex. 
Glynn 
Good 
Goodwin, Ark. 
Gordon 
Graham, ill. 
Gray, Ala. 
Green, Iowa 
Greene, !\lass. 
Greene, Vt. 
Gregg 
Griffin 
Hadley 
llamilton, Mich. 
lJamlin 
Hardy 
Harrison, lliss. 
Harrison, Ya .. 
Haskell 
Hastings 
Haugen 
Hawley 
Hayes 
He:fiin 
Hensley 
Ilersey 
Ilicks 
Hollantl 
Hollingsworth 
Houston 
Howard 
Hud.dleston 
Hull, Iowa 
Hun, Tenn. 
llntchinson 
Igoe 
It·eland 
Jacoway 
Jame-s 

Johnson, Ky. 
Johnson, Wa h. 
Jones 
Juul 
Kearns 
Keating 
Kehoe 
Kelly, Pa. 
Kennelly, Iowa 
Kennedy, R. L 
Kettner 
J{ie.ss, Pa. 
Kincheloe 
King 
Kinkaid 
Kitchin 
Knutson 
Kraus . 
Lampert 
Larsen 
J_.~zar<l 
Lea, Cal. 
Lee, Ga. 
Leblbach 
Lesher 
Lever 
Little 
Lobeck 
London 
Lonergan 
Longworth 
Lufkin 
Lunn 
McArthur 
McClintic 
McCormick 
!!cFadden 
McKenzie 
~leKeown 
:J\IcLaugh lin, Mich. 
McLaughlin, Pa. 
l\ladden 
Magee 
!Ita her 
:!tfann 
l\funsfield 

Mapes 
Martin 
Mason 
Mays 
M:~.>rritt, 
Miller, Wash. 
Mondell 
Moon 
Moore, Pa.. 
Moores, Irul. 
Mor~n 
Monn 
Mott 
Mudd 
Nelson, A. P. 
Nelson, J. l\I. 
Nicholls, S. C. 
Nichols, Mich. 
Oldfield, 
Oliver, Ala. 
Oliver, N.Y. 
Olney 
Osborne 
O'Shaunessy 
Overmyer 
Overstreet 
Padgett 
Parker, N.J. 
Parker·, N.Y. 
Peters 
Phelan 
Polk 

Blackmon 
Dies 
Dyer 

Purnell 
Qu1n 
Ra.gsdale 
Rainey, H. T. 
Rainey, J. W. 
Raker 
Ram sever 
Rand ail 
Rankin 
Reavis 
Reed 

Shouse 
l:Hegel 
I:Ums 
Sinnott 
Slemp 
Sloan 
Small 
Hmitb, Idaho 
Smith, l\:licb. 
Smith, C. B. 
Smith, T. F. 
Snell 
Snook 
Stafford 

Riordan 
RoberV; 
Robinson 
Rodenberg 
Rogers 
Romjue 
Rouse 

: ·~ ;· Steagall 
11 : Stedman 

Rubey 
Rucker 
Sabath 
Sanders, In<J. 
Sanders, La. 
Sanders, N. Y. 
Sanford 
Saunders, Va. 
Schall 
Scott, Iowa 
Scott, Mich. 
Shackleford ' 
Shrulenberger 
Sherwood 

Steele 
Steenerson 
Stephens, Kebr. 
Sterling 
Stiness 
Sullivan 
Sumners 
Sweet 
Switzer 
Taylor, Colo. 
Temple 
Thomas 
Thompson 
Tillman 
'rilson 
Timberlake 

NAYS-ll. 
Humphreys 
Langley 
Powers 

Rayburn 
Sells 
Sisson 

.ANSWERED "PRESENT "-13. 

Tinkham 
Towner 
Treadway 
Vare 
Vestal 
Vinson 
Voigt 
Volstead 
Walsh 
Walton 
Wason 
Watkins 
Watson, Pa. 
Weaver 
Webb 
Welling 
Welty 
Whaley 
Wheeler 

W~m~e. 
Wilson, ill. 
Wilson, La. 
Wilson, Tex. 
Wingo 
Winslow 
Wood, Ind. 
Woods, Iowa 
Woodyard 
Wright 
Young, N.Dak. 
Young, Tex. 

Stephens, Mis~ 
Venable 

Buchanan 
Carlin 
Cary 
Emerson 

Gallagher Miller, Minn. Tague 
Gallivan Neely 
Hayden Pou 
Kelley, l\Iich. Ramsey 

NOT VOTING-93. 
Almon Drukker Husted 
Bacharach Essen Johnson, S. Dak. 
Ben on Estopinal Ka.hn · 
Birch Evans Key, Ohio 
Bland, Ind. Fe s Kreider 
Boohet· Flynn La Follette 
Bot·Iand Francis LaGuaruia 
Britten Frear Linthicum 
Brumb'a~;gh Fuller, Mass. Littlepage 
Carew (~illett · Lundeen 
Chan~1er, N. Y. Godwin, K. C. McAndrews 
Church Goodall McCulloch 
Clark, Fla. Goulu McKinley 
Claypool G-raham, Pa. McLem<lre 
Coady Gray, N.J. Montague 
Costello Griest Nolan 
Cox Hamill Norton 
Crago Hamilton, X Y. Paige 
Davey Heaton Park 
Delancy Heintz Platt 
Dent Helm Porter 
Dono.-an Helvering Pratt 
])Qremus llilllat·d Price 
Drane Hood Rose 

So the conference report was agreed to. 
The Clerk announced the following pairs: 
On this \Ote : 

Rowe 
Rowland 
Russell 
Scully 
:5ears 
Sherley 
Slayuen 
Snyder 
Stevenson 
Strong 
Swift 
Taylor, Ark. 
Templeto'n 
Van Dyke 
Waldow 
Walker 
Ward 
Watson, Va. 
White, Ohio 
Wise 
Ziblman 

l\fr. 1\Io~nrAGLE (for) with :\Jr. LAGUARDIA (against). 
Until further notice: 
Mr. CABEW with :Mr. GooDALL. 
Mr. EsTOPL~AT. with Mr. EArrnso~. 
Mr. WHITE of Ohio with 1\Ir. KORTO~. 
~11'. BRUMBAUGH With l\Ir. CoSTELLO. 
1\fr. BEXSO~ with Mr. BLAND of Indiana. 
l\fr. Pou with Ur. BRITTEN. 
1\Ir. BUCH.fu~AN with l\fr. BACHARACH. 
lli. BooHER with l\fr. NOLAN. 
1\Ir. CLABK of Florida with Mr. CRAGO. 
1\Ir. ALMO~ with 1\lr. FREAR. 
1\Ir. CoADY with 1\Ir. FEss. 
1\Ir. DELANEY with Mr. FuLLEn of ::.\lussachusetts. 
l\Ir. DEKT with Mr. KAHN. 
Mr. DoxovAN \Yith Mr. GRAH~M of Pennsylvania, 
1\Ir. HAMILL with Mr. GRIEST. 
1\Jr. HELM with Mr. HUSTED. 
l\Ir. HELVERINO with Mr. KREIDE!!. 
l\Ir. LINTHICUM with 1\fr. 1\IcCur.wcH. 
l\Ir. LITTLEPAGE \Tith 1\fr. PLATT. 
l\fr. hlCA3DREWS with l\Ir. PORTER. 
Mr. LAYDE~ \Vith Mr. :McKrxLEY. 
Mr. PARK with :Mr. RosE. 
1\It·. RusSELL with 1\Ir. STRoxo. 
1\lr. SCULLY "'ith l\lr. W ~D. 
1\Ir. PRICE with l\lr. S"\\TI"'T. 
1\Ir. DOREMUS with l\Ir. ZIHLMA~. 
1\Ir. SL\BS \lith lUr. BIRCH. 
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l\lr. ROGEUS. l\Ir. Speaker, my colleague, 1\Ir. PAIGE, bas 
been ca.lled to Massachusetts and is unavoidably absent. He is 
in favor of the conference report and, if present, woulfi vote 
"aye." 

l\Ir. l\liLLEH of l\linnesota. l\:lr. Speaker, I desire to vote 
"a~·e." 

· The SPEAKER. Was the gentleman in the Hall listening? 
l\Ir. MILLER of Minnesota. I was not in the Hall; I thought 

this was a call of the House. 
The SPEAKER. It is not a call of the :House. 
Mr. MILLER of Minnesota. I was out of the Chamber when 

my name was called. 
The SPEAKER. The gentleman can not vote except to answer 

"present." 
The name of l\lr. MILLER of Minnesota was calle<.l, and he 

ans'";ered "Present." -
l\Ir. SNELL .. l\fr. Speaker, Messrs. GoULD, RowE, and SNYDER 

were called away this afternoon on important business. If they 
were here, they would vote " aye " on this proposition. 

_fr. KELLEY of Michigan. Mr. Speaker, I was not in the 
room at the time my name was called. If I bad been here, I 
would J1ave voted "aye." 

The result of the vote was announced as above recorded. 
On, motion of l\Ir. KITCHIN, :1 motion to reconsider the vote 

by which the conference report was agreed to was laid on the 
tab!e. · . 

LEAVE OF ABSENCE. 

Mr. ALMoN, by unanimous consent, was granted leave of ab-
sence for to-day on account of illness. · 

ADJOURNMENT. 
l\lr. KITCHIN. 1\lr. Speaker, I move tlmt the House do now 

adjourn. 
The motion was agreed to; accordingly (at 6 o'clock and 39 

minutes p.m.) the House, under its previous order, adjourned to 
meet at 3 p. m. Sunday, February 9, 1919. 

EXECUTIVE COMMUNICATIONS, ETC. 

Under clause 2 of Rule XXIV, executive communications were 
taken from the Speaker's table and referred as follows : 

1. A letter· from the SeCretary of the Treasury, transmitting 
copy of a communication from the Attorney General submitting 
supplemental and deficiency estimates of appropriations re­
quired by the Department of Justice for the fiscal years 1920, 
1919, 1918 (H. Doc. No. 1775); to the Committee on Appropria­
tions and ordered to be printed. 

2. A letter from the Secretary of the Treasury submitting an 
estimate of appropriation to enable the Secretary of the Treas­
ury to provide water supply for Cape Charles Quarantine Sta­
tion (H. Doc. No. 1776) ; to the Committee on Appropriations 
and ordered to be printed. 

3. A letter from the Secretary of the Treasury, transmitting 
copy of a communication from the president of the Civil Service 
Commission ubmitting a supplemental estimate of appropria­
tion required by the commission for additional cost of envelopes 
for the fiscal year 1919 (H. Doc. No. 1777) ; to the Committee 
on Appropriations and ordered to be printed. 

I 4. 4- letter from the Secretary of the Treasury, transmitting 
copy of a communication from the Secretary of the Interior sub­
mitting a supplemental estimate of appropriation for the com-

. pletion of the Alaska Railroad (H. Doc. No. 1778) ; to the Com­
mittee on Appropriations and ordered to be printed. 

REPORTS OF COMMITTEES ON PUBLIC BILLS AND 
RESOLUTIONS. 

Under clause 2 of Rule XIII, bills and resolutions were sev­
f'.rnlly reported from committees, delivered to the Clerk, and 
referred to the several calendars therein named, as follows: 

~Ir. CARAWAY, from the Committee on the Judiciary, to. 
which was referred the bill ( S. 2654) providing for the appoint­
ment of two additional district judges in the northern district of 
the State of Illinois, reported the same without amendment, 
accompanied by a report (No. 1046), which said bill and report 
were referred to the Committee of the Whole House on the state 
of the Union. 

l\lr. SLAYDEN, from the Committee on the Lihrary, to which 
was referretl the joint resolution (S. J. Ues. 195) providing for j 
the filling of a proximate vacancy in the Board of Regents of 
the Smithsonian Institution of the class other than Members of 
Congress, reported the same ''"ithout :unentlment. accompanied 
by a report (No. 10-!4) which said hill and report were re­
ferreLl to the House Calendar. 

REPORTS OF COMMITTEES ON PRIVATE BILLS AND 
. RESOLUTIONS. . . 

Under clause 2 of Rule XIII, private bills and resolutions 
were severally reported from committees, delivered to the Clerk, 
and referred to the Committee of the Whole House, as follows: 

Mr. RAKER, from the Committee on the Public Lands, to 
which was referred the bill- (H. R. 13630) for the relief of the 
estate of Christian Hoffman, reported the same with amend­
ment, accompanied by a repOJ.:t (No. 1043), which said bill and 
report were referred to the Private Calendar. 

Mr. STEPHENS of Mississippi, from the Committee on 
Claims, to which was referred the bill (H. R. 12753) for the 
relief Qf Eugene F. Sanguinette, reported the same without 
amendment, accompanied by a report (No. 1045), which sald 
bill and report were referred to the Private Calendar. 

CHANGE OF REFERENCE. 

Under clause 2 of Rule XXII, the Committee on -Claims was 
discharged from the consideration of the bill (H. R. 12790) for 
the relief of the heirs of R. F. Graves, jr., and the same was 
referred to the Committee on War Claims. 

PUBLIC BILLS, RESOLUTIONS, AND MEMORIALS. 

Under clause 3 of Rule XXII, bills, resolutions, and memorials 
were .introduced and severally referred as follows : 

By Mr. DOUGHTON: A bill (H. R. 15782) providing for the 
ereCtion of a public building at Lenoir, N. C. ; to the Committee 
on Public Buildings. and Grounds. 

Also, a bill (H. R. 15783) providing for the purchase of a site 
and erection thereon of a public building at Albemarle, N. C.; 
to the Committee on Public Buildings and Grounds. 

By Mr. EMERSON: A bill (H. R. 15784) to . determine the 
qualifi_cations for citizenship of alien slackers exempted from, 
and aliens who served in, the military or naYal service of the 
United States under the selective-service act of May 18, 1917; to 
the Committee on Immigration and Naturalization. 

By l\Ir. FULLER of Illinois: A bill (H. R. 15785) authorizing 
the Seci·etary of War to donate to the village Qf Somonauk, Ill., 
one German <'annon or fieldpiece; to the Committee on Military . 
Affairs. . . . 

By Mr. EMERSON: A bill (H. R.15786) to give preference 
to soldiers, sailors, m~rine , and citizens for employment within 
the United States of America; to the Committee on the Judiciary. 

By Mr. KELLY of Pennsylvania: A bill (H. R. 15787) pro­
viding for a United States civil-service board of adjustments to 
constitute a court of appeals for employees in tlle classified civil 
service of the United ~tates; to the Committee ou Reform in 
the Civil Service. 

By 1\fr. HAMILTON of New York: A bill (H. R. 15788) to 
provide for the purchase of n site for a public building in the 
village of Wellsville, N. Y.; to the Committee on Public Build­
ings and Grounds. 

By Mr. JOHN W. RAINEY: A bill (H. H. 15789) to nl)lend 
an act entitled, "An act to regulate and improve the civil sen·ice 
of the United States," approved January 16, 1883; .to the Com-
mittee on Reform in the Civil Service. . 

By Mr. RA.l\ISEY: A bill (H. R. 15790) authorizing the Sec­
retary of 'Var to donate to the town of Belvidere, N. J., one 
German cannon or fieldpiece; to the Committee oh l\lilitary 
Affairs. 

Also, _a· bill (H. R. 15791) authorizing the Secretary of War 
to donate to the borough of Washington, N. J., one German can­
non or fieldpiece; to the Committee on Military Affairs. 

By 1\lr. BACHARACH: A bill (H. R.15792) autholizing the 
Secretary of War to donate to the city of l\Iaple Shade, N .. T., 
one German cannon or fieldpiece; to the Committee on Military 

'Affairs. · 
By 1\Ir. HICKS: A bill (H. R. 15793) authori~ing the Secre­

tary of "\Var to donate to the village of Westbury, in the State 
of New York, one German cannon or fieldpiece; to the Commit­
tee on Military Affairs. 

By Mr. SINNOTri: A bill (H. U.15794) to lHl<l certain lands 
to the Ochoco National Forest, Oreg.; to the Committee on the 
Public Lands. . 

By Mr. REED: A bill (H. R. 15793) authorizing the Secre­
tary of the Treasury in hi discretion to sell the present vublic 
building and site in the city of Clru·k burg, W. Va., and pur­
chase a new site and erect thereon a uev.· public building iu said 
city; to the Committee on Public Buildings and G.-ounds. 

By l\Ir. LEVER: A bill (H. H. 1:3796) to ennh:e the Presi· 
<lent to carry ot~t tlle price guarant.r made to producers of wheat 
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of the crops of 1918 and 1919 and ·to protect the United States 
against undue enhancement of its liabilities thereunder; to the 
Committee on Agriculture. · 

By :Mr. BURNETT: A bill (H. R. 15797) for the purchase of 
n site and the erection of a public building at Fort Payne, Ala. ; 
to the Committee on Public Buildings and Grounds. 

By 1\fr. MARTIN: A bill (H. R. 15798) to provide for the 
erection of a public building at Morgan City, La.; to the Com­
mittee on Public Buildings and Grounds. 

Also, a bill (H. R. 15799) to provide for the erection of a 
public building at Houma, La. ; to the Committee on Public 
Buildings and Grounds. 

By 1\lr. KETTNER~ A bill (H. R. 15800) authorizing the 
Secretary of 'Var to donate to the town of Upland, Cal., one 
German cannon or fieldpiece; to the Committee on Military 
Affairs. 

By Mr. GOULD: A bill (H. R. 15801} to amend an act en­
titled "An act to authorize the establishment of a Bureau of 
War Risk Insurance in the Treasury Department," approved 
September 2, 1914, and amended October 6, 1917, and fol" other 
purposes; to the Committee on Interstate and Foreign Com­
merce. 

By :Mr. SLOAN: A bill (H. R. 15802) to repeal the daylight­
saving law; to the Committee on Interstate and foreign Com­
merce. 

Also, a bill (H. R. 15803) to loan certain cannon to Diller, 
Friend, Milford, and York, Nebr.; to the Committee on Military 
Affairs. 

By 1\-Ir. STEENERSON: A bill (H. R. 15804) authorizing the 
Secretary of War to donate to the village of Donaldson, Kittson 
County, in the Stata of Minnesota, one German cannon or field­
piece ; to the Committee on Military Affairs. 

By l\Ir. BA.NKHEAD: A bill (H. R. 15811) providing for a 
site and public building for post office and other Federal pur­
poses at Russellville, Ala. ; to the Committee on- Public Build­
ings and Grounds. 

Also, a bill (H. n. 15812) to provide for the purchase of a site 
and the erection of a building thereon at Fayette, in the State of 
Alabama; to the Committee on Public Buildings and Grounds. 

By Mr. KEHOE: A bill (H. n. 15813) for the erection of a 
public pos-offi.ce building at De Funiak Springs, Fla. ; to the 
Committee on Public Buildings and Grounds. 

By Mr. CARAWAY: A bill (H. R.15814) granting the consent 
of Congre s to road district 'No. 1, Lee County, Ark., to con­
struct a bridge across the St. Francis River at or near the- pres· 
ent location of the :Missouri Pacffic -Railroad Co.'s bridge· to 
the Committee on Interstate and Foreign Commerce. ' 
. · lly 1\Ir. BUHNETT: H.esolution (H. Res. 558) proYiding ad­
ditional compensation to ,V. H. Miller, janitor and messenger to 
the Official Reporters of Debates ; to the Cemmittee on Accounts. 

By Mr. GOULD: Resolution (H. Res. 559) calling upon the 
President foi• i~ormation regarding the $50,000,000 appropria­
tion for national security and defense; to tlie Committee on 
Appropriations. 

Aiso, resohition (II. Res. 560) calling upon the President of 
the United States for certain facts as to the building and opera­
tion program of wooden ships ; to the· Committee on the Mer­
chant Marine and Fisheries. 

Also, resolution (H. Res. 561) calling upon the Pr~ldent for 
certain information regarding food price fixing; to the Commit­
tee ··on Agriculture. 

Also, resolution (H. Res. 562) calling upon the President for 
certain information in accordance with section 12 of the ship­
ping act appr~:rved September 7. 1916; to the Committee on the 
l\Ierchnnt Marine and Fisheries. 

By _Mr. S.ABA.TH: Joint resolution (H. J. Res. 408) estab­
lishing diplomatic relations with CzechosloYakia and ·Poland· 
:to the Committee on Foreign Affairs. · ' 

By_l\Ir. HAWLEY: l\Iemorial from the Legislature of the State 
of Oregon, favoring six months' pay for discharged soldiers 
sailors, and marines; to the Committee on Military Affairs. ' 

By l\11·. CAREW: 1.\femorial from the Legislature of the State 
of New York, Ul·ging Congress to enact laws guaranteeing sol­
diers, sailors, and marines pay for some sufficient time after 
their discharge; to the Committee on l\Iilitary Affairs. 

BY., Mr. ADOLPHUS P. NELSON: Memorial from the Legis­
lature of the State of Wisconsin, memorializing the Congress- of 
the United States to cooperate with the Dominion of Canada in 
the enlarged canalization of the St. Lawrence River ·for the 
passage of ·ocean-going vessel;; into the Great Lakes; to the 
Committee on Rivers and Harbors. 

·Also, memorial from the Legislature of the State of Wisconsin, 
relating to the tobacco indush·y and requesting the Federal 
Trade Commission to report on such industry ; to t11e Committee 
on Agricultm·e. 

PRIVATE BILLS AND RESOLUTIONS. 
Under clause 1 of Rule XX.ll, private bills and resolution~ 

were introduced and severally referred as follows : 
By M:·· KEATING: A bill (H. R. 15805) granting an increase 

of penswn to Andrew A. Ebert; to the Committee on Invalid 
Pensions. 

Also, a bill (H. R. ·15806) granting an increase of pension to 
David M. Gray; to the Committee on Pensions. . · 

Also, a bill (H. R. 15807) granting a pension to William H. 
Harris; to the Committee on Pensions. 

By Mr. LUNN: A bill (H. R. 15808) for the relief of Patrick 
J. Purcell ; to the Committee on Claims. 

By l\Ir. SLOAN: A bill (H. R.15809) granting an increa~e of 
pension to Jerome B. Brooks; to the Committee on Invalid Pen• 
sions. 

Also, a bill (H. R. 15810) granting an inc1·ease of pension to 
Jolm 'V. Grewell; to the Comniittee on Invalid Pensions. 

PETITIONS. ETC. 
Under clallile 1 of Rule XXII, petitions and papers were laid 

on the Clerk's desk and referred as follows: 
By Mr. BURROUGHS: Petition of 45 residents of Newton, 

N. H~, for the repeal of the postal zone rate bill; to the Com­
mittee on Ways and Means. 

Also, petition of 35 residents of Derry, N. H., for the repeal 
of the postal zone rate bill; to the Committee on Ways and 
Means. 

Also, petition of 108 residents of the State of New Hamp• 
shire, for the repeal of the postal zone rate bill ; to the Com-
mittee on Ways and :Means. · 

Also, petition of 132 residents of Keene, N. H., for the repeal 
of the postal zone rate bill; to the Committee on Ways and 
Means. 

Also, petition of 70 residents of the State of New Hampshire--, 
for the repeal of the postal zone rate bill; to the Committee 
on Ways and 1\Ieans. 

Also, concurrent resolution passed by both branches of the 
New Hampshil'e Legislature, that the Congress of the United 
States make immediate appropriations whereby adequate meas­
ures of suppression of an insect pest known as the European: 
borer may be undertaken without delay by the proper Federal 
authorities; to the Committee on Agriculture. 

By Mr. CAREW: Petition of mass meeting of Friends of 
Irish Freedom at Our Lady of Good Counsel Hall, New York 
exp1·essing sympathy with Irish people and urging the Govern: 
ment of the United States to aid Irela.nd at the peace confer-
ence; to the Committee on Foreign Affairs. _ 

Also, petition of Roger Casement Branch, · Friends of Irish 
Freedom, St. Monica Hall, New York, relating to self-determina-
tion of Ireland; to the Committee· on Foreign ..Affairs. . 

.Also, petition oi the Western Fruit Jobbers' Association of 
America, asking Congress to enact necessary legislation releas­
ing all means of transportation from Government c.ontrol to 
individuals or corporations under charters from Government of 
United States; to the Committee on Interstate and Foreign 
Commerce. ,l • 

Also, petition of New York Produce Exchange in relation to 
price fixing and Government control of foodstuffs ; to the Com­
mittee on Agriculture. 

By Mr. CARY: Petition of Workingmen's Sick and Death 
Benefit Society, No. 156, of l\Iilw3:ukee County, Wis., urging 
Government control and ownership of railroads; to ·the Com­
mittee on Interstate and Foreign Commerce. 

Also. petition of citizens of Milwaukee, Wis., urging repeal of 
postal zone-rate bill; to the Committee on Ways and 1\Ieans. 

Also, petition of Workingmen's Sick and Death Benefit Soci­
ety, No. 156, urging recall of soldiers "O'Cer there" back to the 
United States of America as speedily as possible; to the Com­
mittee on Military Affairs. 

By 1\fr. COOPER of Wisconsin: Petition of A. J. Smith and 
other residents· of Racine County, \Vis.,-m·ging passage of Senate 
bill 4937, providing Federal aid to States in the promotion ot 
education; to the Committee on Education. 

By 1\Ir. COPLEY: Petition of sundry citizens of Dundee, El­
gin, and Naperville, ill., asking that the present postal-zone law 
be repealed; to the Committee on ·ways and Means. 

By 1\lr. DALE: Affidavit of Dr. Ernest H. Baily in support 
of the bill (H. R. 15678) granting an increase of pension to 
Jason Johnson; to the Committee on Invalid Pensions. . 

Also, petition of members of Hedding Methodist Episcopal 
Church, of Barre, Vt., favoring a league of nations; to the 
Committee on Foreign Affairs. 

By 1\Ir. DA.LLINGER: Petition of Board of Aldermen of l\led­
forcl, 1\Iass., asking that the Congress of tlle United States and 
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War Department pay to soldiers, sailors, and marines their 
military wages for six months after their discharge from 
sen ·ice; to the Committee on Military Affairs. 

Also, . petition of New England Nurserymen's Association, 
protesting against quarantine order No. 37 as unwise, unneces­
sary, and l1armful to n'urserymen and purchasers; to the Com­
mittee on Agriculture. 

By Mr. E SCH: Petition of the Merchants' Association of New 
York, relative to' the restoration of railroads by the Government 
to their original owners ; to the Committee on Interstate and 
Jj'oreign Commerce. 

By Mr. BENJAMIN L. FAIRCHILD: Petition of trustees of 
J\.ferchants ' Associa tion of Yonkers Chamber of Commerce, 
Yonkers, N .. Y., in re Federal control and operation of tele­
phone and telegraph lines; to the Committee on Interstate and 
Foreign Commerce. . 

By Mr. FULLER of Illinois: Petition of J. W. Browning, 
superintendent of schools, and teachers of high school, Belvi­
dere, Til., for repeal of the ·postal-zone law; to the Committee 
on Ways and Means. 

By Mr. HAMILTON of New York: Petition of sundry citizens 
of Olean, N. Y .. , favoring Government ownership of railroads; 
to the Committee on Interstate and Foreign Affairs. 

By l\Ir. HOLLINGSWORTH : Memorial of Publishers' Ad­
visory Board, New York, and 489 citizens of eighteenth con­
gressional district of Ohio, asking for repeal of postal zone 
system; to the Committee on Ways and Means. 

By Mr. LONERGAN: Petition of certain citizens of Hartford 
County, Conn., relating to the postal zone law; to the Commit­
tee on Ways and Means. 

Also, petition of certain citizens of Hartford County, Conn., 
relating to luxury tax; to the Committee on Ways and Means. 

Bv Mr. LUNDEEN: Petition of Minnesota State Horticultural 
Society, of Minneapolis, Minn., protesting against the enforce­
ment of quarantine order No. 37, made by the Federal · Horti­
culture Board; to the Committee on Agriculture. 

A1. o, petition of Minnesota Independent Telephone Associa­
tion, 922 McKnight Building, Minneapolis, Minn., asking for the 
return o all telephone properties not later than December 31, 
1920; to the Committee on Interstate and Foreign Commerce. 

Also, petition of Commercial Telegraphers' Union of America, 
Local No. 8, Minneapolis, Minn., protesting against the new rate 
of compensation for telegraph employees, which is a cut in 
wages instead of an increase; to the Committee on Labor. 

Also, petition of Building Trades~ Council of St. Paul, Minn., 
declaring in favor of Government ownership of railroads; to the 
Committee on Interstate and Foreign Commerce. 

AI ·o, petition of Federation of, Labor .No. 16045, Findlay, Ohio, 
r ecpiesting that all armed troops be withdrawn from Russian 
t eJTitory; to the Committee on Foreign Affairs. 

_-\1 ·o, petition of Central Supply Co., l\llnneapolis, Minn., pro­
testing against sections 1409 to 1416 of the 1919 revenue bill; to 
the Committee on Ways and Means. 

B y M1·. JOHi'l M. NELSON: Petition of citizens of the State 
of Wisconsin, urging Cpngress to enact into .law the bill (H. R. 
10350) providing for National ownership anQ. Government op­
eration of all railroads; to the Committee on Interstate and For­
eign Commerce. 

By l\Ir. POLK: Petition of Hilles & Jones Co., 'Vilmington, 
Del., favoring and commenting on House bill 15625, providing 
for further educational facilities by requiring the War Depart­
ment to loan certain machine tools not in use for Government 
purposes -to trade and technical schools and universities, and 
for other purposes; to the Committee on Education. 

By Mr. R~R: Petition of Estelle V. Krantz, David Atkins, 
1\lrs. L. S. Capp, and Mrs. Dagmar Netendorff, all of San Fran: 
ci co, Cal., requesting repeal of postal zone sy·stem; to the Com-
mittee on Ways and 1\feans. 1 

Also, petition of sundry citizens of San Francisco, Cal., pro.­
testing against postal zone rates; to the · Committee on 'Vays 
and l\Ieans. 

By Mr. REED: Petition of the Chamber of Commerce of 
Clarksburg, W.Va., and other citizens of said city, urging Con­
gress to make an appropriation of $500,000 for securing a site 
and erecting a public building thereon adequate for the needs of 
the post office, United States court, and other governmental 
offices in said city; to the Committee on Public Buildings and 
Grounds. 

By 1\:Ir. RUCKER: Petition of Brotherhood of Railway Car­
men of America, Lodge No. 64, Moberly, Mo., in reference to 
Government ownership of railroads; to . the · Committee on Inter­
state and Foreign Commerce. 
. B.r Mr. SABATH: Petition of sundry citizens of the State of 

Illinois, urging Congress to enact into law House bill 10550; to 
the Coi.nmittee on Interstate and Foreign Commerce. . · 

By 1\Ir. SMITH of Idaho: Petition of Pocntellu Council, 
Knights of Columbus, urging enactment of House joint resolu-­
tion 357, favoring independence of Ireland; to the Committee on 
Foreign Affairs. 

Also, petition of Rotary Club, Boise, Idaho, urgi:lg enactment 
of legislation providing for removal of illite1·ncy and Americani­
zation of foreigners; to the Committee on Education . . 

Also, petition of Interstate Realty Association, Portland, Oreg., 
urging the abandonment of tbe construction of houses for war 
workers and providing for their sale; to the Committee on Mili-
tary Affairs. -

By Mr. THOl\lAS F. SMITH: Petition of citizens of Kew York 
City, protesting against postal zone rates ; to the Committee on 
'Vays and l\feans. 

Also, petition of citizen of New York City, urging n<loption 
of the Gallagher resolution on the Irish question ; to the om­
mittee on Foreign Affairs. 

lly J\'Ir. SNELL: Petition of l\fnry E. Oro by, l\Iary C. Attoe. 
Gladys Andrews, Pearl Geandrew, Muriel King, Emma Acker­
man, all of Ogdensburg, N. Y., for repeal of the postal zon rate 
bill; to the Committee on 'Vays and 1\feans. 

Also, petition of Frank Burrel, of Hawkeye, un<l l\Irs. Mabel 
Deman;l\frs. Eliza Barnett, H. E. Bak~r, l\Irs: George· A. Tellier, 
Miss Lydia Baker, 1\Irs. H. l\1. Kelly, 1\frs. Benjamin Dodge, all 
of Ausable Forks, and all in the State of New York, for repeal of 
-the postal zone rate bill; to the Committee on Ways and Means. 

By Mr. SNOOK: Petition of Van Wert Lodge, No. 667, of 
International As ociation of MacJ1inist ·,. fa vorin~ the pas. age of 
House bill 105~0; to the Committee on Interstate and Foreign 
Commerce. 

By 1\lr. S~YDER: Petition of 24 residents of Littl~ l!' alls 
N. Y., favoring Government ownership of railways; tQ the- Com­
mittee on Interstate and Foreign Commerce. 

By l\fr. \V ASON: Concurrent resolution of the New Hamp­
shire Legislature, requesting the New Hampshire delegation to 
Congress to use their influence with the Government, first, to 
pay our private . oldiers and noncommissioned officers promptly; 
and, second, to give every private soldier, noncommissioned offi­
cer, and sailor at the time of his honorable discharge the sum of 
$200; to the Corumittee on Military Affairs. . . 

By 1\Ir. WATSO);· of Pennsylvania: Petition of lv·ashington 
Camp, No. 631, Patriotic Order Sons of America of PennsylYnnia, 
favoring. a law· prohibiting all immigration fot· a periqd ·of not 
le s than four years; to the Committee on Inuuigmtion unll 
Naturalization. 

SENATE. 
SlTh"DAY, Februm·y 9, 1919. 

(Legislatil:e day of Friday, Feb1'uar11 I, J!Jt!J.) 

The Senate -reassembled at 2 o'clock and 45 minutes v. 1~1. , ou 
the expiration of the recess_ 

MEMORIAL ADDRESS ON TIIEODORE ROOSE\"'I:l.T. 

The VICE PRESIDENT. The . Senate wi II proceed to the 
Hall of the Honse of Representatives to participate in the joint 
memorial services in honor of Theodore nooseyel t. 

The Senate, preceded by the Sergeant at Arm · and by the 
Vice President ancl the Secretary, proceeded to the Hall of the 
House of Representatives_ · 

After the conclusion of the uiemorial senices, tllc Senate re­
turned to its Chamber, and the Vice President resnmP<l the 
chair. · · 

1\Ir. MARTIN of Virginia. I move that the Senate atljou.-n 
until 12 o'clock meridian to-morrow. · 
· The motion was agreed to; and (at 4 o'clock and r>O minutes 
p.m.) the Senate adjourned until to-morrow, 1\fonday, February 
~~' 1919, at 12 o'clock meridian. 

HOUSE OF REPRESENTATIVES. 
SuNDAY, February 9, 1919. 

The House met at 3 o'clock p. m. 
JOINT SESSION OF THE SENATE A · o HOt;SE. 

The Doorkeeper, 1\lr. Joseph J. Sinnott, announced­
The Vice· President and the Senate. 
The Chief of Staff and Major Generals of the Army, tbe Rear 

Admirals of the Navy, and the Adjutant and Inspector of the 
Marine Corps. 

The members of the President's Cabinet. 
The ex-President of the United States . 
The honorable Chief Justice and Associate Ju~tices of the 

Sopreme Court of the United States. 
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